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Announcements 
34-10950 PBW Stock Exchange, Inc. Files Option 
Trading Plan Comments requested by 
September 9, 1974 and should make 
reference to File No. S7-531. 

34-10959 Announcement of Preliminary Outline 

of a Financial and Operational Com- 

bined Uniform Single Report (Focus 

Report) and the Adoption of Rule 17a- 

18; Rule 17a-19 and Form X-17A-19. 
Public comments requested on Focus 
Report to be directed to Mr. Daniel J. 
Piliero, Il, Assistant Director, Division 
of Market Regulation and Mr. R. John 
Cunningham, Chairman, SEC Report 
Coordinating Group (Advisory). 

40-8456 Two-Tier Real Estate Companies 
Statement by the Division of Invest- 
ment Management Regulation. 


Enforcement 
LR-6467 SEC v. Mattel, Inc. 
Mattel ordered to, among other 
things, establish two committees to 
avoid a repetition of alleged viola- 
tions. 











SECURITIES ACT OF 1933 
Release No. 5519/August 7, 1974 


Admin. Proc. File No. 3-3932 
In the Matter of 


COLORADO ENERGY CORPORATION 
1844 Valley View Road 

Boulder, Colorado 

(24D-3090) 


ORDER PERMANENTLY SUSPENDING REGULA- 
TION A EXEMPTION 


Colorado Energy Corporation (‘‘issuer’’) filed a notifica- 
tion and offering circular with the Commission for the 
purpose of obtaining an exemption from the registration 
requirements of the Securities Act, pursuant to Section 
3(b) of that statute and Regulation A thereunder, with 
respect to a public offering of 5,000,000 shares of its 
common stock. 


The Commission’s order temporarily suspending the 
exemption alleged that: 


1. The offering circular was deceptive with respect to the 
nature of the issuer’s business, the use to which pro- 
ceeds of the offering were to be put, the sale of issuer's 
securities in certain states without complying with their 
securities laws, and issuer’s repurchase of its own shares 
at prices higher than the offering price. 
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2. The notification failed to list all of the jurisdictions in 
which the securities would be offered. 


The temporary order directed that the issuer file an an- 
swer. It also stated that if no hearing were requested 
within 30 days on the issue whether the suspension order 
should be made permanent, and if none were ordered by 
the Commission, the temporary suspension would become 
permanent. Issuer filed an answer and asked for a hearing. 
At that hearing, however, issuer consented to a permanent 
suspension. 


Accordingly, 1T 1S ORDERED, pursuant to Rule 261 of 
Regulation A under the Securities Act of 1933, that the 
exemption from registration in regard to the above public 
offering by Colorado Energy Corporation be, and it here- 
by is, permanently suspended. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 10940/August 5, 1974 


Admin. Proc. File No. 3-4393 
In the Matter of 


LAWRENCE R. TUREL 
99 Welles Avenue 
Kingston, Pennsylvania 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTION 


In these broker-dealer proceedings under the Securities 
Exchange and Securities Investor Protection Acts, 
Lawrence R. Turel, who was vice-president of Bovers, 
Parnass & Turel, Inc. (““BPT’’), formerly a registered 
broker-dealer, 1/ has submitted an offer of settlement 
which the Commission has determined to accept. Solely 
for the purpose of settling these proceedings, and without 
admitting or denying the allegations in the order for pro- 
ceedings, respondent consents to findings in accordance 
with the allegations of that order and to the imposition of 
a specified sanction. 


On the basis of the offer of settlement and the order for 
proceedings, it is found that: 2/ 


1. During the period from about October 9 to October 19, 
1974, Turel willfully aided and abetted violations of Sec- 
tion 15(c) (3) of the Exchange Act and Rule 15c-3-1 there- 
under in that BPT effected transactions when its aggregate 
indebtedness exceeded 2,000 per cent of its net capital, and 
it did not have or maintain net capital of at least $5,000. 
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2. On October 9, 1974, Turel, with his consent, was per- 
manently enjoined by the United States District Court for 
the Southern District of New York from further violations 
of the above net capital provisions. The Court also ap- 
pointed a trustee for BPT pursuant to the Securities Investor 
Protection Act. 


In view of the foregoing, it is in the public interest to impose 
the sanction specified in the offer of settlement. 


Accordingly, 1T IS ORDERED that Lawrence R. Turel 
be, and he hereby is, barred from being associated with any 
broker-dealer, investment adviser, or investment company. 
Six months after the effective date of this order, Turel may 
apply to the Commission for permission to become associa- 
ted with a broker-dealer in a non-supervisory, non-proprietary 
capacity. If such permission is granted, and Turel does be- 
come so associated, then three years thereafter he may apply 
to the Commission to become associated with a broker-dealer 
in a supervisory and/or proprietary capacity. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ BPT’s broker-dealer registration was revoked pursuant 
to its consent in these proceedings. Securities Exchange 
Act Release 10873 (June 25, 1974), 4 SEC Docket 500. 


2/ The findings herein are binding only on Turel. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10941/August 6, 1974 


Admin. Proc. File No. 3-4325 
In the Matter of 


THOMAS F. BRENNAN, III 
91 Pitney Avenue 
New Providence, New Jersey 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act, Thomas F. Brennan, I11, who was vice-presi- 
dent of M. Bernstein Securities, Inc. (‘registrant’), formerly 
a registered broker-dealer, 1/has submitted an offer of 
settlement which the Commission has determined to accept. 
Solely for the purpose of settling these proceedings, and 
without admitting or denying the allegations in the order 
for proceedings, respondent consents to findings of mis- 
conduct as alleged in that order and to the imposition of 
specified sanctions. 


On the basis of the order for.proceedings and the offer of 

settlement, it is found that, during the period from about 

January 1, 1974 to June 12, 1973, Brennan willfully aided 
and abetted registrant's violations of: 
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1. Section 15(c) (3) of the Exchange Act and Rule 15c3-1 
thereunder, in that registrant effected transactions when 
its aggregate indebtedness to all other persons exceeded 
2,000% of its net capital and it did not have or maintain 
net capital of at least $5,000; and 


2. Section 17(a) of the Exchange Act and Rules 17a-3, 
17a-4 and 17a-11 thereunder, in that registrant failed to 
make accurately, keep current and preserve certain books 
and records, to give prompt telegraphic notice to the Com- 
mission of its net capital deficiency, and to file required 
financial data. 


In view of the foregoing, it is in the public interest to im- 
pose the sanctions specified in the offer of settlement. 


Accordingly, 1T 1S ORDERED that Thomas F. Brennan 
Ill, be, and he hereby is suspended for a period of 40 days 
from being associated with any broker-dealer, investment 
adviser, or investment company, and barred thereafter 
from any such association in a supervisory capacity. The 
suspension shall be effective as of the opening of business 
on the day following the date hereof. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ Registrant's broker-dealer registration was revoked in 
these proceedings pursuant to an offer of settlement. 
Securities Exchange Act Release No. 10847 (June 12, 1974), 
4 SEC Docket 419. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10942/August 5, 1974 


Admin. Proc. File No. 3-4453 
In the Matter of 


MAX ZERKIN AND ASSOCIATES, INC. 
6210 Hollins Drive 

Bethesda, Maryland 

(8-11983) 


MAX ZERKIN 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


These are broker-dealer proceedings under the Securities 
Exchange Act with respect to Max Zerkin and Associates, 
Inc. (“registrant”), a registered broker-dealer, and Max 
Zerkin, registrant’s president. Solely for the purpose of 
these and any other proceedings under specified provi- 
sions of the Investment Advisers and Investment Company 
Acts, and without admitting or denying the allegations in 
the order for proceedings, respondents consent to findings 


, of misconduct as alleged in that order and to entry of an 


order revoking registrant's broker-dealer registration, and 
barring Zerkin from association with any broker-dealer, 
investment adviser and investment company. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that: 


1. During the period from about January 1, 1970 to 

June 30, 1972, registrant and Zerkin willfully violated 
Section 17(a) of the Securities Act and Section 10(b) of 
the Exchange Act and Rule 10b-5 thereunder in connec- 
tion with their activities involving the common stocks of 
Penn Metal Fabricators, Inc., U. S. Viny! Corp. and 
Montgomery Land Investment and Development Corpora- 
tion. Respondents controlled and manipulated the mar- 
kets for those securities. Among other things, they im- 
properly allocated portions of the stocks’ public offerings, 
inserted artificial quotations in the “‘pink sheets” pub- 
lished by the National Daily Quotation Service and in 
newspapers at successively higher prices, effected pur- 
chases and sales in pre-arranged share amounts and at 
pre-arranged prices; and made material misstatements 
concerning the existence of bona fide independent mar- 
kets for the stocks. 


2. On January 17, 1974, Zerkin pled guilty, in the 
United States District Court for the District of Columbia, 
to charges that he violated Section 10(b) of the Exchange 
Act and Rule 10b-5 thereunder. 


In view of the foregoing, it is in the public interest to 
impose the sanctions to which respondents have con- 
sented. 


Accordingly, 1T 1S ORDERED that the registration as 

a broker and dealer of Max Zerkin and Associates, Inc. 

be, and it hereby is, revoked; and that Max Zerkin be, 

and he hereby is, barred from association with any broker- 
dealer, investment adviser or investment company. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10943/August 5, 1974 


Admin. Proc. File No. 3-4396 
In the matter of 


FIRST DETROIT SECURITIES CORPORATION 
1410 Detroit Bank & Trust Building 

Detroit, Michigan 

(8-12313) 


HERMAN F. ZERWECK 
FREDERIC G. BRABANDER 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act, First Detroit Securities Corporation 
(“registrant”), a registered broker-dealer, Herman F. 
Zerweck, its president, and Frederic G. Brabander, a 
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former salesman, have made offers of settlement which 
the Commission has determined to accept. Solely for 
the purpose of these and any other proceedings under 
specified provisions of the Exchange and Investment Ad- 
visers Acts, and without admitting or denying the allega- 
tions in the order for proceedings, respondents consent to 
certain findings of misconduct as alleged in that order and 
to the imposition of specified sanctions. 


On the basis of the offers of settlement and the order for 
proceedings, it is found that: 


1. During the period from about January 24 through 
January 26, 1972, registrant, willfully aided and abetted 
by Zerweck, willfully violated Sections 5(a) and 5(c) of 
the Securities Act and Section 10(b) of the Exchange 
Act and Rule 10b-6 thereunder in that they offered, sold 
and delivered after sale common stock of Teeg Research, 
Inc. when no registration statement under the Securities 
Act had been filed or was in effect as to such securities, 
and, while participating in a distribution of Teeg stock, 
bid for and purchased such stock for accounts in which 
they had a beneficial interest and induced others to pur- 
chase it. 


2. During the period from about January 1, 1972 to 
November 1, 1973, registrant, willfully aided and abetted 
by Zerweck, willfully violated Section 17(a) of the 
Securities Act and Section 10(b) of the Exchange Act and 
Rule 10b-5 thereunder in connection with the offer and 
sale of various common stocks.1/ Registrant sold the 
securities at excessive prices, sent purchase confirmations 
to customers who had not ordered the stocks, and filed 
with the Detroit Stock Exchange requests for extensions 
of time within which customers could make payment 
which contained false justifications. 


3. During the period from about November 5, 1971 to 
November 1, 1973, registrant, willfully aided and abetted 
by Zerweck, willfully violated Section 7(c)(1) of the Ex- 
change Act and Regulation T promulgated thereunder by 
the Board of Governors of the Federal Reserve System in 
that registrant failed promptly to liquidate transactions in 
special cash accounts when full payment was not made in 
seven business days. 


4. During the same period, Brabander willfully violated 
Section 17(a) of the Securities Act and Section 10(b) of 
the Exchange Act and Rule 10b-5 thereunder in that he 
induced customers to purchase various speculative secu- 
rities 2/ by guaranteeing that customers would not lose 
money, by predicting that the market prices of the secu- 
rities would rise, by falsely representing that he had ac- 
cess to vital inside information concerning the issuers 

and that a large, well-known brokerage firm was buying 
the same securities that he was recommending, and by 
failing to disclose the adverse financial condition of the 
issuers. Brabander also effected transactions in customers’ 
accounts without their consent; caused false confirma- 
tions of purchases and sales to be sent to customers; 
caused false entries to be made in registrant’s books and 
records; and caused to be filed with the Detroit Stock 
Exchange requests for extensions of time within which 
customers could make payment which contained false 
justifications. 
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In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the offers of settlement. 


Accordingly, 1T 1S ORDERED that the registration as 
a broker and dealer of First Detroit Securities Corpora- 
tion be, and it hereby is, suspended for a period of 30 
days; that Herman F. Zerweck be, and he hereby is, 
suspended from being associated with any broker or 
dealer for a period of 60 days, except that during the 
final 30 days he may effect liquidating transactions on 
behalf of registrant or its customers; and that Frederic G. 
Brabander be, and he hereby is, barred from association 
with any broker or dealer with the proviso that, after one 
year, he may apply to the Commission to become so 
associated in a non-supervisory capacity upon a showing 
that he will be adequately supervised. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The stocks included those of Teeg Research, Inc., In- 
dependent Consumers Acceptance, Olson Laboratories, 
Inc., Public Loan Co., Udyco Corp., Daedalus Enterprises, 
Inc., and 31 Company/Information Interscience Inc. 


2/ These included the common stocks of Teeg Research, 
Inc., 1VAC, Olson Laboratories, Inc., Daedalus Enter- 
prises, Inc., Fairfield Communities, and 31 Company In- 
formation Interscience Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10944/August 5, 1974 


Admin. Proc. File No. 3-4458 
In the Matter of 


THE JOURNAL COMPANY 

THE JOURNAL EMPLOYEES’ STOCK TRUST 
333 West State Street 

Milwaukee, Wisconsin 

(81-127) 


ORDER WITHDRAWING APPLICATION AND 
DISMISSING PROCEEDINGS 


The Journal Company and The Journal Employees’ Stock 
Trust applied, pursuant to Section 12(h) of the Secu- 
rities Exchange Act, for an exemption from the registra- 
tion provisions of Section 12(g) of the Act. Applicants 
now request that their application be withdrawn and that 
these proceedings be terminated. 


Accordingly, 1T 1S ORDERED that the application of 
The Journal Company and The Journal Employees’ Stock 
Trust be, and it hereby is, withdrawn, and that these 
proceedings be, and they hereby are, dismissed. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 
George A. Fitzsimmons 
Secretary 































SECURITIES EXCHANGE ACT OF 1934 
Release No. 10945/August 5, 1974 


Admin. Proc. File No. 3-4328 
In the Matter of 


JOHN E. SCHUMACHER 
P. O. Box 4701 
San Diego, California 


FINDINGS AND ORDER BARRING ASSOCIATION 
WITH BROKER-DEALER 


These are proceedings under the Securities Exchange Act 
with respect to John E. Schumacher, who was a registered 
representative of various securities firms. Solely for the 
purpose of settling these proceedings, and without admit- 
ting or denying the allegations in the order for proceedings, 
Schumacher consents to findings as alleged in that order 
and to entry of an order barring him from being associa- 
ted with any broker or dealer in securities. 


On the basis of the allegations in the order for proceedings, 
and respondent's consent, it is found that: 


1. During the period from about April 1, 1971 to Febru- 
ary 2, 1973, Schumacher willfully violated Sections 5(a) 
and 5(c) of the Securities Act in that he offered, sold and 
delivered unregistered common stock of Computer Con- 
sultants, Inc. 


2. During the same period, Schumacher willfully violated 
Section 17(a) of the Securities Act and Section 10(b) of 
the Exchange Act and Rule 10b-5 thereunder in that, in 
the offer and sale of Computer stock, he made material 
misstatements to the effect that the stock being sold 
would be issued directly by Computer, when in fact it 
was owned by officers of the company; that investors 
would be able to sell their stock publicly after Computer 
filed a registration statement, when in fact the statement, 
as filed, did not cover shares held by existing shareholders; 
that Computer was a new company with no operating 
history, when in fact it had operated for six years with a 
loss each year; and that, when Computer’s registration 
statement became effective, investors would be able to 
sell their stock, for which they had paid $2.25 per share, 
for $6 to $8 per share in the over-the-counter market. 


3. On February 2, 1973, the United States District 

Court for the District of Montana permanently enjoined 
Schumacher, with his consent and without his admitting 
or denying the allegations of the Commission’s complaint, 
from further violations of the registration and antifraud 
provisions of the federal securities laws. 1/ 


In view of the foregoing, it is in the public interest to im- 
pose the sanction to which respondent has consented. 


Accordingly, 1T 1S ORDERED that John E. Schumacher 
be, and he hereby is, barred from being associated with any 
broker or dealer. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ Civil Action File No. 2269. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10946/August 7, 1974 


The Securities and Exchange Commission has issued a 
notice under the Securities Exchange Act of 1934 giving 
interested persons until August 16, 1974, to request a 
hearing on an application of the Midwest Stock Exchange 
Inc. for unlisted trading privileges in the common stocks 
of the following companies: 


Acquitaine Co. of Canada Ltd., 
Hesston Corp., 

Husky Oil Ltd., 

United Gas Pipe Line Co. 


The SEC has also issued a notice giving interested persons 
until August 21, 1974, to request a hearing on a applica- 
tion of the Cincinnati Stock Exchange for unlisted trading 
privileges in the common stocks of the following com- 
panies: 


McDonald's Corporation, 
Walt Disney Productions. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10947/August 6, 1974 


Admin. Proc. File No. 3-4523 
In the Matter of 


BEN CAMPO, JR. 

doing business as 

CAMPO & CO. 

6900 East Camelback Road 
Scottsdale, Arizona 
(8-16334) 


ORDER INSTITUTING PROCEEDINGS AND IM- 
POSING REMEDIAL SANCTIONS 


Ben Campo, Jr., doing business as Campo & Co. (“‘regis- 
trant’”’), a registered broker-dealer, has submitted an offer 
of settlement in connection with proposed Commission 
proceedings which are instituted below. Solely for the 
purpose of those proceedings and any other proceedings 
under specified provisions of the Securities Exchange Act, 
and without admitting or denying any allegations of vio- 
lations, respondent consents to certain findings of mis- 
conduct and to the imposition of specified sanctions. 
Upon the recommendation of its staff, the Commission 
determined to accept the offer. 


Accordingly, |T 1S ORDERED that public proceedings 
pursuant to Section 15(b) of the Exchange Act be, and 
they hereby are, instituted against Ben Campo, Jr., doing 
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business as Campo & Co. 
On the basis of the offer of settlement, it is found that: 


1. During the period from about January 2 to March 8, 


1973, registrant willfully violated Section 10(b) of the Ex- 


change Act and Rule 10b-5 thereunder in that he pur- 
chased securities from other broker-dealers at a time 
when he was unable to meet his obligations in connection 
with such purchases, and made material misstatements 
concerning his financial condition. 


2. During the same period, registrant willfully violated 
Section 15(c) (3) of the Exchange Act and Rule 15c3-1 
thereunder in that he effected transactions when his ag- 
gregate indebtedness exceeded 2,000% of his net capital 
and he did not have or maintain net capital of at least 
$5,000. 


3. Registrant willfully violated Section 15(b) (1) of the 
Exchange Act and Rule 15b1-1 thereunder in that his 
application for broker-dealer registration failed to dis- 
close an individual in control of registrant’s business. 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the offer of settlement. 


Accordingly, 1T |S ORDERED that the registration as a 
broker and dealer of Ben Campo, Jr., doing business as 
Campo & Co., be, and it hereby is, revoked; and that 
Campo be, and he hereby is, barred from being associated 
with any broker or dealer with the proviso that, after one 
year, he may apply to the Commission to become so as- 
sociated in a non-supervisory capacity, upon a showing 
that he will be adequately supervised. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10948/August 6, 1974 


Admin. Proc. File No. 3-4388 

In the Matter of 

SMITH AND MEDFORD, INC. 
Atlanta, Georgia 

(8-15976) (801-6699) 


DAVID A. MEDFORD 
CHARLES H. SMITH 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


These are remedial proceedings under the Securities Ex- 
change and Investment Advisers Acts with respect to 
Smith and Medford, Inc. (‘registrant’), a registered 
broker-dealer and investment adviser, David A. Medford, 
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its president, and Charles H. Smith, vice-president. 
Solely for the purpose of these and any other proceedings 
under specified provisions of the Exchange, Investment 
Advisers, Investment Company, and Securities Investor 
Protection Acts, and without admitting or denying the 
allegations in the order for proceedings, respondents 
consent to certain findings of misconduct as alleged in 
that order and to entry of an order revoking registrant's 
broker-dealer and investment adviser registrations, and 
barring Medford and Smith from association with any 
broker-dealer or investment adviser. 


On the basis of the order for proceedings and respondents’ 
consent, it is found that: 1/ 


1. During the period from about November 1, 1971 to 
October 1, 1972, respondents willfully violated Sections 
5(a) and 5(c) of the Securities Act in that they offered, 
sold and delivered after sale securities of Cook and Son 
Oil Company, Inc. in the nature of limited partnership 
interests (so-called “capital units”’ in oil and gas drilling 
programs) when no registration statement under the 
Securities Act had been filed or was in effect as to those 
securities. 


2. During the same period, respondents willfully violated 
Section 17(a) of the Securities Act and Section 10(b) of 
the Exchange Act and Rule 10b-5 thereunder in that, in 
the offer and sale of Cook securities, they made material 
misstatements with respect to the high risk involved in 
oil and gas drilling ventures; the absence of cash or prop- 
erty contributions to the partnerships by Cook; Cook’s 
right to distribute partnership income in its sole discre- 
tion, to pledge such income and to sell and assign part- 
nership properties; the rate of interest Cook could charge 
the partnerships on loans; the way in which partnership 
properties would be distributed in the event of dissolu- 
tion; and the commissions received by respondents for 
selling the securities. 


3. During the period from about April 30 to May 21, 
1973, respondents violated Section 10(b) of the Exchange 
Act and Rule 10b-5 in that they accepted orders for the 
purchase and sale of securities while registrant was insol- 
vent, and maintained false books and records to conceal 
such insolvency. 


4. During the same period, registrant, willfully aided and 
abetted by Medford and Smith, willfully violated Section 
15(c) (3) of the Exchange Act and Rule 15c3-1 thereunder 
in that registrant effected transactions when its aggregate 
indebtedness exceeded 2,000 per cent of its net capital 
and it did not have or maintain net capital of at least 
$5,000. 


5. During the period from about November 1, 1971 to 
October 1, 1972, registrant, willfully aided and abetted 
by Medford and Smith, willfully violated Section 15(c)(1) 
of the Exchange Act and Rule 15c1-4 thereunder in that 
it effected transactions in Cook securities without giving 
or sending customers timely written confirmations cor- 
rectly disclosing the capacity in which it acted and, in 
transactions effected as agent, without disclosing the 
actual amount of commission or other remuneration it 
received. 
























6. During the period from about November 1, 1971 to 
June 1, 1973, registrant, willfully aided and abetted by 
Medford and Smith, willfully violated Section 17(a) of the 
Exchange Act and Rule 17a-3 thereunder in that it failed 
to make accurately and keep current certain books and 
records. 


Accordingly, 1T 1S ORDERED that the registrations as 
a broker-dealer and investment adviser of Smith and Med- 
ford, Inc. be, and they hereby are, revoked; and that 
David A. Medford and Charles H. Smith be, and they 
hereby are, barred from being associated with any broker- 
dealer or investment adviser. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


V/ These findings are not binding on any other respondent 
named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10949/August 6, 1974 


The Securities and Exchange Commission announced 
pursuant to Section 15(c)(5) of the Securities Exchange 
Act of 1934 (“Exchange Act’’) the temporary suspension 
of over-the-counter trading in the securities of Arthritis 
Clinics International, Inc. (‘Arthritis’), located in Salt 
Lake City, Utah, for the ten-day period commencing at 
11:45 A.M. (EDT) on August 6, 1974 and terminating 
at midnight (EDT) on August 15, 1974. 


The Commission initiated the trading suspension in the 
securities of Arthritis because of incorrect information 
available to the public concerning the company’s opera- 
tions. New management of the company has represented 
to the Commission that the company does not have cer- 
tain clinics, exclusive licenses to sell drugs, nor patents 
pending as stated in the Form 10 Registration Statement 
filed with the Commission pursuant to Section 12(g) of the 
Exchange Act. 


The Commission cautions broker-dealers, shareholders 
and prospective purchasers that they should consider 
carefully the foregoing information along with all other 
currently available information and any information sub- 
sequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
may be entered unless and until they have strictly com- 
plied with all of the provisions of said rule. If any broker 
or dealer has any questions as to whether or not he has 
complied with said rule, he should not enter any quota- 
tion but immediately contact the staff of the Securities 
and Exchange Commission, Division of Enforcement in 
Washington, D. C. If any broker or dealer is uncertain 

as to what is required by Rule 15c2-11, he should refrain 
from entering quotations relating to the securities in 





question until such time as he has familiarized himself 
with said rule and is certain that all of its provisions have 
been met. If any broker or dealer enters any quotation 
which is in violation of said rule, the Commission will 
consider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10950/August 7, 1974 


PBW Stock Exchange, Inc. Files Option Trading Plan 


The Commission announced today that the PBW Stock 
Exchange, Inc. (PBW) has filed its “Option Trading Plan” 
pursuant to Rule 9b-1 under the Securities Exchange Act 
of 1934 which contains: 1/ 


(i) adescription of the Exchange’s pilot program for 
options trading on the Exchange; 


(ii) pertinent proposed amendments to the bylaws and 
rules of the Exchange; and 


(iii) pertinent proposed amendments to the bylaws and 
rules of the Exchange’s subsidiary, the Stock Clear- 
ing Corporation of Philadelphia (SCCP). 


PBW states that it intends to trade call options in much 
the same way as the American Stock Exchange, Inc. 
(AMEX) has proposed 2/and in a manner similar to the 
present pilot operation of the Chicago Board Options 
Exchange, Inc. (CBOE). 3/ PBW intends to conduct a 
pilot operation, trading initially in call options in ten 
securities listed on the New York Stock Exchange, Inc., 
and to expand, with the Commission’s concurrence, the 
number of securities underlying its call options as its 
pilot progresses. Initially, the PBW does not plan to 
trade call options on the same securities as the CBOE 
or the AMEX. 


PBW has stated that it intends to apply trading and clear- 
ing principles substantially similar to those of the other 
two exchanges. As in the case of the CBOE and AMEX, 
PBW options would be made fungible by limiting con- 
tract variables. Thus, PBW options will have exercise 
prices fixed at $5 intervals for stocks trading below $50 

a share, $10 intervals for stocks priced at $50 to $100 
and $20 intervals for stocks priced above $100. If a sig- 
nificant price movement occurs in the security underlying 
the options, PBW plans to open a new series in that class 
of options with a different exercise price to reflect the 
market change, but with the same expiration date. How- 
ever, as in the case of the CBOE and AMEX, the market 
(premium) value of any option traded on the PBW would 
be determined by the secondary market in the option. 
The remaining variable, the option expiration dates, 
would be standardized but PBW has not yet specified them. 
CBOE options expire in January, April, July and October 
and AMEX has proposed to have those same expiration 
months for its options. 


PBW’s plan contains a number of features which are dif- 
ferent from those of the other exchanges. First, while 

PBW’s plan is similar in that its options transaction clear- 
ing will be done by its stock clearing corporation (which 
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will be the issuer of, and primary obligor on, these op- 
tions), SCCP will also continue to clear option trades in 
the stocks and other securities traded on the exchange. 4/ 
In this regard, the CBOE does not use, and the AMEX 
does not plan to use, a clearing entity for options which 
also clears transactions in other securities. 


Second, PBW plans to use its current specialist and alter- 
nate market-maker system for the trading of options as 
well as other securities admitted to trading on that ex- 
change. In its pilot program, CBOE segregates the spe- 
cialist broker and dealer functions and has a competing 
market-maker system. AMEX proposes to utilize its 
present unitary specialist system. 


Third, the PBW proposed commission rate schedule for 
options, which would be essentially the same as that for 
stock transactions (including provision for 40% access for 
non-member brokers) and is similar to that of the AMEX, 
differs from that of the CBOE in certain material respects. 
For example, as in the case of AMEX, PBW in September 
1973 increased certain of its fixed commission rates ap- 
plicable to stocks and on April 1, 1974, in accordance 
with a Commission request, unfixed rates on orders up to 
$2,000; but CBOE has maintained its former rates and 
did not adopt the $2,000 breakpoint. With respect to 
options, PBW proposes to have a $25 minimum commis- 
sion on all orders in excess of $100 and otherwise to have 
competitively determined commissions on all orders up to 
$2,000 and on the portion of orders above $300,000. 
The AMEX and CBOE plans differ in that their fixed 
commissions do not apply to the portion of orders above 
$30,000 on the purchase and sale of options. On the 
other hand, CBOE also has the $30,000 breakpoint 

when options are exercised, whereas AMEX and PBW 
would have the $300,000 breakpoint for option exercises. 


Fourth, PBW intends to trade options on the same floor as 
it trades the stocks underlying those options where the 
stock also has PBW trading privileges, but in such instances 
different specialists and market makers will be assigned for 
the option and underlying security. CBOE does not trade 
stocks and AMEX does not now propose to have AMEX- 
traded stocks as underlying securities for its options. 


All interested persons are invited to submit written com- 
ments on the PBW’s proposed option trading plan, and 
those comments should be addressed to Mr. George A. 
Fitzsimmons, Secretary, Securities and Exchange Com- 
mission, 500 North Capitol Street, Washington, D. C. 
20549. Comments should be received by September 9, 
1974, and should make reference to File No. S7-531. 
Copies of PBW plan may be obtained from the Exchange 
by writing Mr. George Hender, Vice President, PBW 
Stock Exchange, Inc., 17th Street and Stock Exchange 
Place, Philadelphia, Pennsylvania 19103. All documents 
and materials referred to herein are, and all comments 
received pursuant to this release will be, available for pub- 
lic inspection at the Commission's Public Reference Room 
in Washington, D. C. 


George A. Fitzsimmons. 
Secretary 


1/ Rule 9b-1, effective January 17, 1974 (Securities Ex- 
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change Act Release No. 10552 of December 13, 1973), 
provides, among other things, that it is unlawful for an 
exchange or exchange member to effect any transactions 
in options, or to permit option transactions to be effected 
by use of the exchange’s facilities except in accordance 
with an exchange plan for regulating option trading de- 
clared effective by the Commission after consideration 

of the plan in light of statutory standards. 


2/See Securities Exchange Act Release No. 10602, 
January 15, 1974. File No. S-7-505 


3/ See Securities Exchange Act Release No. 9985, 
February 1, 1973. 


4/ SCCP is preparing for filing a registration statement 
pursuant to the Securities Act of 1933, covering the op- 
tions, and would also register such options pursuant to 
Section 12(b) of the Securities Exchange Act. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10951/August 7, 1974 


In the Matter of 


PROVIDENT SECURITIES, INC. 
32 Broadway 

New York, New York 

(8-14521) 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


Provident Securities, Inc. (‘‘registrant’’), a registered 
broker-dealer and a member of the National Association 
of Securities Dealers, Inc., has failed to answer the order 
that initiated these proceedings. 1/ 


On the basis of that order it is therefore found that:2/ 


1. During various periods between March 1971 and Janu- 
ary 1973 registrant willfully violated: 


a. Section 10(b) of the Exchange Act and Rule 10b-5 
thereunder in connection with the control and manipula- 
tion of the market for the stock of Fantastic Fudge, Inc. 
(‘Fantastic’), the effecting of transactions to create the 
false and misleading appearance of an active market for 
Fantastic stock, and the transaction of business while 
registrant was insolvent; 


b. Section 5(b) of the Securities Act in that it carried and 
caused to be carried for the purpose of sale and delivery 
Fantastic common stock which was not accompanied or 
preceded by a prospectus meeting the requirements of 
Section 10(a) of that Act; 


c. Section 7(c) (1) of the Exchange Act and the regula- 
tions promulgated thereunder by the Board of Governors 
of the Federal Reserve System in that registrant improperly 
extended, maintained and arranged for credit to and for 
customers; 


d. Section 15(c) (3) of the Exchange Act and Rule 15c3-1 
thereunder in that it effected transactions when its aggre- 








ly 





gate indebtedness exceeded 2,000% of its net capital and it 
did not have net capital of at least $5,000; and 


e. Section 17(a) of the Exchange Act and Rules 17a-3 and 
17a-4 thereunder in that it failed to make accurately, keep 
current and preserve certain books and records. 


2. Registrant willfully violated Section 17(a) of the Ex- 
change Act and Rule 17a-11 thereunder, in that telegraphic 
notice was not given of its net capital and recordkeeping 
deficiencies and required reports were not filed. 


3. The United States District Court for the Southern Dis- 
trict of New York on March 7, 1973, permanently enjoined 
registrant from further violations of certain antifraud, net 
capital, recordkeeping and reporting provisions of the Ex- 
change Act and rules thereunder. 3/ 


4. Registrant is being liquidated under the Securities In- 
vestor Protection Act. 


It is also found that it is in the public interest to revoke 
registrant’s broker-dealer registration and to expel it from 
membership in the NASD. 


Accordingly, |T 1S ORDERED that the broker-dealer reg- 
istration of Provident Securities, Inc. be, and it hereby is, 
revoked; and it is further 


ORDERED that Provident Securities, Inc. be, and it hereby 
is, expelled from membership in the National Association of 
Securities Dealers, Inc. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ Rule 7(e) of the Commission’s Rules of Practice provides 
that a party’s failure to file an answer as required shall be 
deemed a default and that the Commission may, in such 
circumstances, determine that proceedings against such 
party upon consideration of the order for proceedings, 

the allegations of which may be deemed to be true as to 
such party. 


2/ The findings herein are not binding upon any other 
respondent named in these proceedings. 


3/ S.E.C. v. Provident Securities, Inc., et al., 73 Civ. 340. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10952/August 7, 1974 


Admin. Proc. File No. 3-4519 


In the Matter of 


DUPONT GLORE FORGAN, INC. 
42 Broadway 

New York, New York 

(8-16461) 








FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTION 


In these proceedings under the Securities Exchange Act, 
duPont Glore Forgan, Inc. (“registrant’’), a registered 
broker-dealer, has submitted an offer of settlement which 
the Commission determined to accept. In considering that 
offer and the proposed sanction the Commission noted that 
registrant has not been in the retail brokerage business since 
July 1973, but has acted solely as a clearing corporation 
with duPont Welston, Incorporated (““DPW’’) as its sole 
customer; that registrant transferred a very substantial num- 
ber of customer accounts at DPW to other firms when DBW 
ceased operations; that this appears to have been done with- 
out loss to public customers; that the acquisition of the busi- 
ness of F. |. duPont Glore Forgan and Co. by registrant 
helped avoid large potential losses to public customers; and 
that registrant has not been the subject of any previous en- 
forcement action instituted by the Commission. Solely for 
the purpose of these proceedings, and without admitting or 
denying the allegations in the order for proceedings, respond- 
ent consents to the findings and sanction set forth below. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that during the period August 1, 1972 
through January 1973, in connection with certain of the al- 
legations set forth in the order for proceedings registrant 
failed reasonably to supervise with a view to preventing 
violations of the federal securities laws alleged in the order 
to have been committed by an account executive in its 
employ, thus breaching the duty imposed on it by Section 
15(b) (5) (E) of the Exchange Act. 1/ 


In view of the foregoing, it is in the public interest to im- 
pose the sanction specified in the offer of settlement. 


Accordingly, 1T 1S ORDERED that duPont Glore Forgan, 
Inc. be, and it hereby is, censured. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding on any other respond- 
ent in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10953/August 7, 1974 


Admin. Proc. File No. 3-4352 
In the Matter of 


JOSEPH MILANA 
Parlin, New Jersey 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTION 


Joseph Milana, who was a vice president of a registered 
broker-dealer, has submitted an offer of settlement which 
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the Commission has determined to accept. Without admit- 
ting or denying the charges in the order for proceedings, 
respondent consents to the findings and the sanction set 
forth below. 


The order for proceedings alleges that respondent engaged 
in fraudulent activities involving the manipulation of the 
market for the common stock of Marcon Electronics Corp., 
the effecting of transactions to create the false and mis- 
leading appearance of an active market for the stock, the 
publication of fictitious prices for such stock in the “‘pink 
sheets” published by the National Quotation Bureau, Inc., 
and the sale of that stock to members of the public at 
arbitrary prices. It is also alleged that in the sale of Marcon 
stock respondent failed to disclose that the issuer had gone 
through bankruptcy proceedings and all of its assets had 
been distributed to creditors, and that its corporate charter 
had been revoked. 


On the basis of the offer of settlement, it is found that 
respondent willfully violated Section 17(a) of the Securities 
Act and Section 10(b) of the Securities Exchange Act and 
Rule 10b-5 thereunder. 1/ 


The offer of settlement provides that respondent may be 
barred from association with any broker, dealer, investment 
adviser or investment company with the right after 180 days 
to apply for permission to become so associated except in a 
management, ownership or supervisory capacity with a 
broker, dealer or investment adviser. In his offer respond- 
ent acknowledges that the right to make such application 
does not mean that the Commission will necessarily grant 
it, and, if such application is made, the Commission's staff 
will bring to the Commission’s attention all pertinent facts, 
including testimony respondent gave during Commission 
investigations and hearings, and that the staff makes no 
representation that it will recommend favorable action. 


In view of the foregoing, it is in the public interest to im- 
pose the sanction specified in the offer of settlement. 


Accordingly, 1T 1S ORDERED that Joseph Milana be, 
and he hereby is, barred from being associated with any 
broker, dealer, investment adviser or investment company. 
After 180 days he may apply for permission to become 

sO associated except in a management, ownership or super- 
visory capacity with a broker, dealer or investment adviser. 
The sanction shall be effective as of August 12, 1974. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding on any other respond- 


ent named in these proceedings. 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8451/August 7, 1974 


Admin. Proc. File No. 3-4470 
In the Matter of 


ROBERT R. YURICH 
c/o IMA Capital, Inc. 
15887 Snow Road 
Cleveland, Ohio 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these proceedings under the Securities Exchange, In- 
vestment Advisers and Investment Company Acts, 

Robert R. Yurich, at various times a representative of 
several registered broker-dealers, has submitted an offer of 
settlement which the Commission determined to accept. 
Solely for the purpose of these proceedings and any other 
proceedings pursuant to specified provisions of the fore- 
going acts and the Securities and Securities Investor Pro- 
tection Acts, and without admitting or denying the allega- 
tions in the order for proceedings, respondent consents to 
the findings and sanctions below. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that during the period from about 
May 1971 through September 1972, in connection with 
the activities of IMA Fund (“IMA”), a registered invest- 
ment company, respondent willfully aided and abetted 
violations of: 


1. Section 10(f) of the Investment Company Act by 
causing IMA to purchase securities during the existence 
of an underwriting and selling syndicate, when a principal 
underwriter was IMA‘s investment adviser; and 


2. Section 17(a) of the Investment Company Act by 
causing an affiliated person of IMA, IMA Management, 
Inc., acting as principal, to purchase from and sell various 
securities to IMA. 


In view of the foregoing, it is in the public interest to im- 
pose the sanctions specified in the offer of settlement. 


Accordingly, 1T 1S ORDERED that Robert R. Yurich be, 
and he hereby is, suspended from association with any 
broker-dealer, investment adviser or investment company 
for a period of two weeks commencing on August 26, 1974, 
and barred from association with any broker-dealer, invest- 
ment adviser or investment company in a supervisory capa- 
city, provided, that after one year from August 26, 1974 
he may apply to the Commission for permission to become 
so associated upon an appropriate showing. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 





George A. Fitzsimmons 
Secretary 


















SECURITIES EXCHANGE ACT OF 1934 
Release No. 10955/August 7, 1974 


The Securities and Exchange Commission announced pur- 
suant to Sections 15(c)(5) and 19(a)(4) that the temporary 
suspension of over-the-counter and exchange trading in the 
securities of American All-Servus Corp., located in Hemp- 
stead, New York, will terminate at midnight on August 8, 
1974. 


The Commission initiated the trading suspension in the 
securities of American All-Servus on July 30, 1974 upon 
the request of the company because of recent developments 
concerning its financial condition. The Commission was ad- 
vised that the company’s bank discontinued its financing of 
the company; that the company was unable to obtain other 
financing and was unable to meet its current obligations. 


American All-Servus has not filed with the Commission its 
10-K Annual Report for the year ended April 30, 1974 as 
required by the Exchange Act; thus there is no accurate in- 
formation available to the public concerning the company’s 
financial condition. 


The Nationa! Stock Exchange, upon the request of the 
company, halted trading in the securities of the company 
on July 25, 1974. The halt continues to be in effect. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 

fact that, pursuant to Rule 15c2-11 under the Exchange 

Act, at the termination of the suspension, no quotation may 
be entered unless and until they have strictly complied with 
all of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has complied with 

said rule, he should not enter any quotatio. but immediately 


contact the staff of the Securities and Exchange Commission, 


Division of Enforcement in Washington, D. C. If any broker 
or dealer is uncertain as to what is required by Rule 15c2-11, 
he should refrain from entering quotations relating to the 
securities in question until such time as he has familiarized 
himself with said rule and is certain that al! of its provisions 
have been met. If any broker or dealer enters any quota- 
tion which is in violation of said rule, the Commission will 
consider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10956/August 8, 1974 


COMMISSION ORDERS HEARING ON SECTION 12(h) 
APPLICATION 


Multi Benefit Realty Fund III (“the Applicant’) has 

made application for exemption under Section 12(h) of 
the Securities Exchange Act of 1934 (“the Act’’) from 
the provisions of Section 12(g) of the Act. Exemption 
from Section 12(g) will have the effect of exempting the 
Applicant from Sections 13 and 14 of the Act and any 





officer, director or ten per cent beneficial owner from 
Section 16 thereof. 


According to information filed with the Commission, the 
Applicant, which was organized pursuant to the California 
Uniform Limited Partnership Act for the purpose of own- 
ing, Operating, leasing and managing improved and income 
producing real property, publicly sold limited partnership 
interests to California residents without compliance with 
the registration requirements of the Securities Act of 
1933. As of March 31, 1974, the Applicant had approxi- 
mately 3,435 limited partners and owned assets with an 
approximate value of $81 million. 


The Applicant contends that the requested exemption 
should be granted because the disclosure objectives of the 
Act’s registration, reporting, proxy solicitation and insider 
reporting and trading provisions are not applicable to a 

real estate limited partnership; the partnership interests are 
not actively traded; and the transfer of the partnership in- 
terests generally requires the consent of the Corporations 
Commissioner of the State of California pursuant to certain 
standards of financial responsibility established by the Cali- 
fornia Commissioner. 


The Commission has ordered that a hearing to determine 
whether the application should be granted or denied be 
held on September 16, 1974, at 10:00 a.m. at the offices 
of tine Securities and Exchange Commission, Room 2416, 
1100 L Street, Washington, D.C. Any person desiring to 
be heard is directed to file with the Secretary of the Com- 
mission his request as provided by Rule 9(c) of the Com- 
mission’s Rules of Practice, setting forth any issues of fact 
or law which he desires to controvert and/or setting forth 
any additional issues which he feels should be considered. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10957/August 8, 1974 


Admin. Proc. File No. 3-3492 
In the Matter of 

WALSTON & CO. INC. 
New York, New York 
(8-4824) 


SYDNEY SENIOR SMITH 
DANIEL T. CULLEN 


NOTICE THAT INITIAL DECISION HAS BECOME 
FINAL 


In these broker-dealer proceedings under the Securities 
Exchange Act, no petition for review of the administrative 
law judge’s initial decision has been filed regarding the above- 
captioned respondents. The time for filing a petition has 
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expired and the Commission has not determined to review 
the issues regarding those respondents on its own initiative. 


Accordingly, notice is hereby given, pursuant to Rule 17(f) 
of the Commission's Rules of Practice, that the initial deci- 
sion of the administrative law judge regarding Walston & Co. 
Inc., Sydney Senior Smith and Daniel T. Cullen has become 
the final decision of the Commission. The order contained 
in that decision censuring Walston & Co. Inc., and suspend- 
ing Sydney Senior Smith and Daniel T. Cullen from associa- 
tion with any broker or dealer for a period of 25 days, is 
hereby declared effective. The suspensions shall be effective 
at the opening for business on August 19, 1974. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10958/August 9, 1974 


Admin. Proc. File No. 3-4243 
In the Matter of 


CHARLES PLOHN, SR. 
New York, New York 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


Charles Plohn, Sr., who was a partner of a registered broker- 
dealer (‘registrant’), has submitted an offer of settlement 
which the Commission has determined to accept. Solely 
for the purpose of settlement of these proceedings under 
the Securities Exchange Act, and without admitting or 
denying the allegations contained in the order for pro- 
ceedings, respondent consents to findings of misconduct 
against him as alleged in that order and to the imposition 

of specified sanctions. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that: 1/ 


1. During the period from about May to August 1970, 
respondent willfully aided and abetted violations of 
Sections 8(c) and 15(c) (2) of the Exchange Act and 
Rules 8c-1 and 15c2-1 thereunder, in that securities car- 
ried for the accounts of customers were permitted to be 
hypothecated and subjected to liens and claims of pledges 
for a sum which exceeded the aggregate indebtedness of 
all customers in respect of securities carried for their 
accounts. 


2. During the period from January to August 1970, respond- 


ent willfully violated Section 10(b) of the Exchange Act 
and Rule 10b-5 thereunder in connection with transactions 
in securities. Among other things, he misappropriated 
customers’ fully-paid securities. In furtherance of this he 
sent them statements of account confirming that such 
securities were in their accounts and readily available to 
them when, in fact, the securities were not in the possession 
or custody of registrant or available to the customers. He 
failed to disclose that fully-paid securities of customers held 
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by registrant for safekeeping were being used for registrant's 
business and were subject to the risks of that business. He 
also failed to disclose registrant’s adverse financial condition, 


Respondent consents to the entry of an order suspending 
him from association with any broker-dealer for six months, 
and providing that he shall not function in a supervisory or 
proprietary capacity with a broker-dealer at any time. Re- 
spondent undertakes that prior to any association with a 
broker-dealer in a supervised and non-proprietary capacity 
he shall submit to the Commission the name of the broker- 
dealer involved and such affidavits as the Commission may 
deem necessary in relation to his proposed employment 
and supervision, and that he shall not commence any such 
employment without the Commission’s prior approval. 


In view of the foregoing it is in the public interest to im- 
pose the sanctions specified in the offer of settlement. 


Accordingly, 1T 1S ORDERED that, subject to the under- 
taking specified above, Charles Plohn, Sr. be, and he hereby 
is, suspended from being associated with any broker or 
dealer for a period of six months, and that he shall not 
function in a supervisory or proprietary capacity with a 
broker-dealer at any time. The suspension of Charles 
Plohn, Sr. is effective immediately. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/The findings herein are not binding upon any other 
respondent named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10959/August 9, 1974 


SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 12/August 9, 1974 


ANNOUNCEMENT OF PRELIMINARY OUTLINE OF 
A FINANCIAL AND OPERATIONAL COMBINED 
UNIFORM SINGLE REPORT [FOCUS REPORT] AND 
THE ADOPTION OF RULE 17a-18, RULE 17a-19 
AND FORM X-17A-19 


The Commission today announced its approval of a pre- 
liminary outline of a Financial and Operational Combined 
Uniform Single Report [FOCUS Report] 1/ for public 
comment, and the adoption of Rule 17a-18, Rule 17a-19 
and Form X-17A-19. 2/ 


Background 


In its “Announcement of A Program of Implementation 
Regarding the ‘SEC Advisory Committee Study on Broker- 
Dealer Reports and Registration Requirements’ . . .” 
[Study] 3/ , the Commission: 


(1) stated its intention to develop a single uniform 
financial and operational report and sought public com- 
ments thereon; 
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(2) stated its intention to form a federal advisory 
committee, the SEC Report Coordinating Group [the 
Group], to advise the Commission on the consolidation 
and reduction of reporting requirements and on the 
development of a single uniform financial and opera- 
tional report; 


(3) released proposed Rule 17A-18 for public com- 
ment; 4/ and 


(4) released proposed Rule 17A-19 and related Form 
X-17A-19 for public comment. 5/ 


The Commission has taken the following steps to imple- 
ment its program: 


(1) the Report Coordinating Group was formed 
(39 Fed. Reg. 4820, February 7, 1974) with the announced 
responsibility of advising and assisting the Commission in 
developing a streamlined reporting pattern for the securities 
industry. (Securities Exchange Act Release No. 10612, 
January 24, 1974). The first meeting of the Report Co- 
ordinating Group was held on June 3, 1974. At that meet- 
ing, the Group, upon a review of the Study and of the 
existing public comments, determined to concentrate its 
efforts in four areas: a Uniform Financial and Operational 
Report, Uniform Trading Forms, Uniform Registration 
Forms and Record Retention Periods, and Uniform Assess- 
ment Forms. In accordance with its statutory responsibili- 
ties as an advisory committee under the Federal Advisory 
Committee Act, the Group will hold public meetings. In 
addition, the Group will actively seek to involve all mem- 
bers of the industry and interested members of the public 
in its work. Further, it was determined that the Report 
Coordinating Group will make formal public recommenda- 
tions to the Commission on all subject areas on or before 
December 31, 1974; 


(2) the program for reviewing existing forms required 
by the various regulatory authorities which is suggested by 
proposed Rule 17A-18 is under way. Each regulatory 
authority has provided the Commission’s staff with all 
forms currently in use. These forms are being analyzed by 
the staff and the Report Coordinating Group in connection 
with the development of the FOCUS Report and the evalua- 
tion of all current reporting requirements for broker-dealers; 
and 


(3) the program which is suggested by proposed 
Rule 17a-19 and Form X-17A-19 will provide the Com- 
mission, the self-regulatory authorities and SIPC with cur- 
rent information concerning the identity of the collecting 
and examining authority for each broker-dealer firm under 
the Securities Investor Protection Act of 1970. Ready ac- 
cess to current information concerning such firms by all 
interested regulatory authorities will make the collection 
and examination process more efficient and less duplicative. 
Progress towards these goals is well under way on the basis 
of the preliminary cooperative efforts of all interested 
organizations. 


Financial and Operational Combined Uniform Single 
Report — FOCUS Report 


The Commission on the basis of comments from the public, 





the self-regulatory authorities, SIPC and its own analysis 
recommends the following program for the development 
of the Financial and Operational Combined Uniform Single 
Report. 


A. Goals 


The Financial and Operational Combined Uniform Single 
Report should be structured in such a way that it will: 


1. provide regulatory bodies with profitability, opera- 
tional and capital information for early warning and 
surveillance purposes; 


2. eliminate duplicative reporting for all broker-dealers; 


3. develop a simplified reporting pattern for small 
broker-dealers; 


4. standardize financial and operational data require- 
ments; 


5. standardize definitions and instructions; 


6. layer reporting requirements based on type, method 
and amount of business; 


7. build in a capability for modification of information 
requirements; 


8. supply comparable data on financial and operational 
activities to regulatory authorities and broker-dealers 
for use in evaluating overall industry trends and 
profitability and provide for continuity with existing 
industry data; and 


9. encourage, to the extent practicable, computer pro- 
cessing of data by self-regulators, the Commission, 
and SIPC. 


B. Elimination of Existing Reports 


The Commission believes that the following reports may 
be eliminated by the FOCUS Report: 


1. SEC forms—Form X-17A-5, Form X-17A-10, 
Form X-17A-11; 


2. self-regulatory forms—JRR, Income and Expense 
Report, Form M, Form Q; and 


3. similar reports and forms used by any regulatory 
authority. 


The audit requirements of Rule 17a-5 would be applied to 
appropriate portions of the proposed FOCUS Report and 
to the annual financial statements. 


As contemplated, the FOCUS Report would not at present 
replace forms currently used for firms which conduct solely 
the business of floor trader or specialist. In addition, those 
local regulatory authorities whose membership is small and 
engages primarily in local activities may request that the 
FOCUS Report not be required, if an adequate alternative 
reporting system is presently in use and more adequately 
serves the special needs of their sole members. 
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C. Outline of FOCUS Report 





The Commission is considering the adoption of a FOCUS 
Report composed of three layers. 


1. Part I (First Layer) 


This should consist of a one-page summary of financial 
and operational data and should be filed monthly by all 
broker-dealer firms doing a public business and carrying 
customer accounts with their respective SIPC collecting 
and examining authorities. 6/ The following items 
should be included: 

(a) 


gross revenue, total assets, and number of trades; 


(b) number of active customer accounts and total 
amount of secured debit balances in customer 
accounts and all customer free credit balances 
and other credit balances as defined by Rule 
15c3-3; 

(c) amount of equity capital including additions and 
withdrawals; 

(d) realized and unrealized profit or loss; 

(e) net worth and current capital; 

(f) aggregate indebtedness and net capital; 

(g) amount of subordinated borrowings and interest 
expenses thereon, cash and securities (ledger and 
repayment values) ; 

(h) amount of secured loans and unsecured loans and 
advances; 

(i) amount of unrestricted cash; 

(j) | NCC and other clearing house long and short 
security positions; 

(k) value of proprietary long and short positions; 

(1) amount of cash and qualified securities in a 
reserve bank account for the exclusive benefit of 
customers and amount required pursuant to Rule 
15c3-3 computation; 

(m) amount of aged fails to deliver and fails to receive; 


(n) number of markets made by the firm (NASDAQ 


and other); and 
2. Part Il (Second Layer) 


This should consist of a detailed report of a broker- 
dealer’s financial and operational condition. It should 
be filed monthly by all clearing or carrying exchange 
member firms and quarterly by all other broker-dealers 
with their respective SIPC designated examining author- 
ities. 7/ The following items should be included: 


(a) 


ness showing net capital ratio and excess net capital; 
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a computation of net capital and aggregate indebted- 


a computation required pursuant to Rule 15c3-3; 
a statement of financial condition; 


(d) astatement of charges to capital; 


a layered statement of income and expense based 
upon amount of business; 


(f) 


a statement of commitments and potential opera- 
tional charges to capital; 


(g) 


a statement of other potential exposure and risk 
of capital items; 


(h) 
(i) 


a statement of operational data; and 


a statement of regulatory and SIPC assessment 
payment schedules. 


3. Part III (Third Layer) 


This should be filed on an exception basis and should 
contain schedules supporting and explaining in greater 
detail the data filed in Parts | and II. All firms should 
be required to file all or some of the attached schedules 
upon the occurrence of certain events or upon request 
by a regulatory authority. In addition, firms may be 
requested to file Part | and/or Part Il on a more frequent 
basis upon the occurrence of certain events or upon the 
request of a regulatory authority. 8/ 


The report will also include instructions, uniform defini- 
tions and exception criteria. 


D. Request for Comments and Suggestions 


The Commission solicits comments and suggestions on 
all aspects of the FOCUS Report from the broker-dealer 
community, the securities industry, the securities bar, the 
accounting profession and other interested members of the 
public to be submitted to the Commission and the Report 
Coordinating Group on or before September 30, 1974. It 
should be noted that the preliminary outline is not in final 
form and may be revised on the basis of comments and 
suggestions received. 


The Group plans to seek the views of all interested mem- 
bers of the public and to submit its suggestions for the 
FOCUS Report to the public and the Commission by 
December 31, 1974. The Commission will then review 
the public comments and suggestions of the Report Co- 
ordinating Group before releasing the proposed FOCUS 
Report for final public comment in early 1975. 


In developing the outline, the Commission has taken into 
consideration the existing regulatory patterns of the vari- 
ous regulatory authorities. It has sought the elimination 
of duplication while at the same time the least possible 
disruption to existing programs. Should comments or 
experience indicate additional adjustments are needed, 
the Commission will consider amendments to the outline 
and the FOCUS Report. 


At this time, the Commission and the Report Coordinating 
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Group are particularly interested in receiving comments on 
the following questions: 


(1) reports to be eliminated; 


(2) items to be included or excluded in the report and its 
layers; 


(3) format of the report; 


(4) frequency and timeliness of submission of parts of 
the report by various types of firms; 


(5) audit requirements for the proposed report pursuant 
to Rule 17a-5; and 


(6) uniform definition of terms. 


Interested persons may submit comments and suggestions, 
in writing, on or before September 30, 1974 to Daniel J. 
Piliero 11, Assistant Director, Division of Market Regula- 
tion, Securities and Exchange Commission, 500 North 
Capitol Street, N.W., Washington, D. C. 20549 and Mr. R. 
John Cunningham, Chairman, SEC Report Coordinating 
Group (Advisory), 277 Park Avenue, New York, N. Y. 
10017. 


Adoption of Rule 17a-18, Rule 17a-19 and Related Form 
X-17A-19 


The Commission also announces that it adopts with certain 
minor changes proposed Rule 17a-18, Rule 17a-19 and 
related Form X-17A-19 under the Securities Exchange Act 
of 1934, after consideration of the public comments 
received. 


A. Rule 17a-18 


As issued for comment, the proposed rule would have 
required every ‘‘substantive” modification of an existing 
form to be filed with the Commission by every national 
securities exchange and every registered national securities 
association. A comment was received suggesting that the 
word “‘substantial’’ should be substituted for ‘‘substantive”’ 
since that more accurately describes the intention of the 
Commission. The Commission concurs and has included 
the word “substantial’’ in the adopted rule in each in- 
stance in which the word “‘substantive’’ appeared in the 
proposed rule, and has modified paragraph (b) by deleting 
the phrase ‘‘the substance of’’ and substituting therein the 
word “‘substantially.”” 


B. Rule 17a-19 
No changes were recommended for the rule. 
C. Form X-17A-19 


Proposed Part | as issued for comment included an Item 
2 which requested certain information regarding the subject 
firm prior to its change in membership status. A number of 
comments were received suggesting a juxtaposition of simi- 
lar information for the subject firm in both its present and 
changed status. It was further suggested that certain clari- 





fying items be included in proposed Item 3 and that pro- 
posed Items 2 and 3 of Part | be interchanged in order to 
allow the reader of the form to discover significant changes 
immediately. The Commission concurs and has in Form 
X-17A-19, as adopted, interchanged the numbering of 
proposed Items 2 and 3 of Part | and reworded proposed 
Items 2 and 3 (adopted Items 3 and 2 respectively). 


It was suggested that if Item 2 was revised proposed 
Item 4c of Part | could be deleted. It was also suggested 
that Items 4 and 5 should be preceded by a heading: 
“Present Status:"” The Commission concurs and has in- 
corporated these suggestions in the adopted form. 


In addition, the Commission has determined to adopt 
proposed Item 5, but to restructure its format. Likewise, 
proposed Item 6 has been adopted in a restructured format 
except for the deletion of the Items: 


“Designated examining authority is: 


()ASE ()MSE  ()PBW 
() BSE ()NASD () PSE 
()CBOE ()NYSE () Other’; and 


“The effective date of the change is ra 





Finally Form X-17A-19 as adopted includes a space at 
the bottom for signature and date as well as the notification: 
“/_/ This form is your notification of SIPC action as indi- 
cated above.” 


Proposed Part || of the form, originally intended to be a 
non-public part, requested certain information which the 
Commission has determined is not essential to its efforts or 
those of SIPC at this time. Accordingly, the Commission 
has deleted Part II from the Form X-17A-19 which it adopts 
today. 


Appropriate revisions to the General Instructions to 
Form X-17A-19 were made in accordance with the above- 
described modifications. 


Rule 17a-18, Rule 17a-19 and related Form X-17A-19 are 
adopted as described pursuant to the authority conferred 

on the Securities and Exchange Commission by the Securities 
Exchange Act of 1934, particularly Sections 17(a) and 23(a) 
thereof. These rules and form shall be effective 30 days 

after publication in the Federal Register. 


The text of Rule 17a-18, Rule 17a-19 and Form X-17A-19 
is as follows: 


Rule 17a-18 


(a) Every national securities exchange and every 
registered national securities association shall file with the 
Commission three copies of each new form, report or 
questionnaire or substantial modification or amendment 
to any existing form, report or questionnaire which it re- 
quires or proposes to require of its members or of any 
class of members, whether on a one-time, regular, or for- 
cause basis, not less than 5 weeks (or such shorter period 
as the Commission may authorize) prior to requiring its 
members or any class of members to file such new or 
amended form, report or questionnaire with the exchange 
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or association; provided, however, that under emergency 
circumstances such form, report or questionnaire or sub- 
stantial modification or amendment need not be filed as 
hereinabove provided, but in such case the exchange or 
association shall file three copies of such form, report or 
questionnaire or substantial modification or amendment 
giving the Commission as much notice as circumstances 
permit, together with a written statement of the reasons 
why the filing of the form, report or questionnaire or sub- 
stantial modification or amendment as above provided was 
impractical. 


(b) If any change is made in a proposal after such 
proposal is filed with the Commission pursuant to Para- 
graph (a) of this rule, the 5-week period (or such shorter 
period as the Commission may authorize) will commence 
to run at the time the Commission receives notification of 
such change unless the change does not alter substantially 
the proposal or the change is made in conformity with a 
suggestion by the Commission. 


(c) The failure on the part of an exchange or associa- 
tion to file a new form, report or questionnaire or substan- 
tial modification or amendment to an existing form, report 
or questionnaire as above provided shall not affect the 
validity, force or effect of that form, report or question- 
naire, or of any action or omission to act by the exchange 
or association in connection with such form, report or 
questionnaire. 


Rule 17a-19 


Every national securities exchange and every registered 
national securities association shall file with the Commis- 
sion and the Securities Investor Protection Corporation 
such information as is required by Form X-17A-19 
promptly upon the occurrence of the initiation of the 
membership of any person, or the suspension or termina- 
tion of the membership of any of its members (unless a 
notice of such event previously has been filed) or promptly 
upon learning that one or more of such events will occur. 
Nothing in this rule shall be deemed to relieve a national 
securities exchange of its responsibilities under Paragraph 
(4) of Rule 17a-5(j) except that to the extent a national 
securities exchange promptly files a Form X-17A-19 in- 
cluding therewith, inter alia, information sufficient to 
satisfy the requirements of Paragraph (4) of Rule 17a-5(j), 
it shall not be required to file under Rule 17a-5(j). 


Form X-17A-19 

INFORMATION REQUIRED OF NATIONAL 
SECURITIES EXCHANGES AND REGISTERED 
NATIONAL SECURITIES ASSOCIATIONS PURSUANT 
TO SECTIONS 19 & 17 OF THE SECURITIES EX- 
CHANGE ACT OF 1934 AND RULE 17a-19 THERE- 
UNDER 

REPORT OF CHANGE IN MEMBERSHIP STATUS 


General Instructions 
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. This Form shal! be completed and filed upon learning 
that one or more of the changes in membership status 
listed in Item 2 of this Form will occur. Do not file a 
copy of Form X-17A-19 with SIPC for those members 
who are not or by reason of such change do not become 

subject to the Securities Investor Protection Act of 1970. 

If the information first becomes available after the change 

in membership status has occurred the Form shall be 

completed and filed promptly. 


2. Original — Mail to: Securities and Exchange Commission 
Division of Market Regulation 
Washington, D.C. 20549 


Copy No. 1 — Mail to: Securities Investor Protection 
Corporation 
900 Seventeenth Street, N.W. 
Suite 800 
Washington, D.C. 20006 

Copy No. 2 Retain for your files. 

3. The original filed with the Securities and Exchange 
Commission and the copy filed with the Securities In- 
vestor Protection Corporation shall be executed with a 
manual signature by a duly authorized official of the 
national securities exchange or registered national 
securities association (self-regulatory organization). 


4. If the space provided in the Form for an answer to any 
Item is insufficient, the answer may be printed or 
typed on a separate insert page or pages which shall be 
incorporated into the statement by reference thereto in 
the space provided for the Item. 


5. If any Item of the Form is inapplicable, a statement to 
that effect shall be made following the Item. 


6. Copies of this Form may be obtained from the main 
office of the Securities and Exchange Commission in 
Washington, D. C. 


7. SIPC will use a copy of this Form to notify the ef- 
fected self-regulatory organizations and the Commis- 
sion of the action taken. 


(Form follows next page.) 














je 
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Porn X-174-19 
ITEexs 


1. Identify the Self-Reguletory Organization filing this report. 
() ase () Bse () CBOE ( ) MSE ( ) MASD ( ) mYSE () PSE ( ) PB ( ) Other, 





2. ‘The contemplated charge in setBership with the reporting self-regulatory orgenization is: 

(a) ( ) Kew cezdership (>) ( ) Termination of eembership (c) ( ) Suspension of senbership 

(4) ( ) Other chance in membership status 
If (db), (c), or (d) give a brief description of the circumstances 

(e) ( ) The firm is being dissolved or liquidated. Is it ( ) voluntary or ( ) forced. 
will supervise the disposition of customers’ cash and/or securities? 

(f) Describe any changes of which you are avare in this firn's membership or sembership etetus vith 
other self-reguiatory organizations: 





Which regulatory organization 








(g) The effective daze or the change is 
(bh) The fire is a mezber of the: 
() ase () Bst () CBOE () MSE () NASD () BYSE () PSE -() PBY ( ) Other 








3. Provide the following information cbncerning the subject firm. 












































Preset Status: (a) thru (e) Changed to: (a) thru (e) 
(a) Bane (a) Bane 
(b) ( ) Corporation ( ) Partnership ( ) Sole Proprietor (bd). ( ) Corporation ( ) Partnership ( ) Sole Proprietor 

Trade nane, if other than above Trade name, if other than above 

For SEC use: 
(c) SEC File Bo, 8- (ce) SEC File No. 8- 
(4) Taxpayer Identification Ho. (4) Taxpayer Identification No. 
(e) Main Office (e) Main Office 
(Number and Street) (Bumber and Street) 
~“Tcity) State) Zip code) (city) “TState) (Zip Code) 


(ft) The examining authority and collection agent prior to the change in membership status is: 
() ase () BSE ( ) CBOE ( ) MSE () NASD ( ) NYSE ( ) PSE ( ) PBW ( ) Other 





(g) Indicate whether the firc is a parent ( ) subsidiary ( ) or affilsate ( ) of another broker-dealer and with recpect 
to such other broker-dealer provide the following information: 

















Bane: Address of Principal Place of Busi 

SEC File No. 8- (Number and Street) 
Texpeyer Identification lio. 

If Affiliate, describe (city) (State) (Zip Code) 





Present Status: 


4. If the change in zembership status is termination oar suspension of membership, provide the following information: 
(a) What was the date of last examination by self-reguiatory organization filing this report? 


a 
' (b) If the last examination was performed by any other regulatory or self-regulatory organization, provide the dete 
of the examination and name of the examining organization, where available. 























(Wate) (Exanining Orgazizatior) 
5. (Type or print) 
Naze of person completing report Person to contact for edditional information 
Title Telephone Number 
Date (Aree Code) (Number) 
Signature 
Reserved for SIPC Action DO NOT COMPLETE 


6. ( ) Exanising authority not changed 
) Examining authority changed froa 
at exanining authority is to ship sirc ies and related correspondence to the new examining 
authority. 


( ) Other 


7. Copies of this form are being sent to the SEC and ( )ASE ( ) BSE () cpee () MSE () KASD ( ) MYSE 
CJ} rst () Ped { ) Other 














(Signed) (Date) 
TD This forn is your notification of SIPC action as indicated above. 











By the Commission. 


George A. Fitzsimmons 
Secretary 
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1/ The Commission has determined to adopt the title “Fi- 
nancial and Operational Combined Uniform Single Report 
[FOCUS Report] ” in that it more accurately describes the 
scope and purpose of the report than the title originally sug- 
gested in Securities Exchange Act Release No. 10612, ‘Key 
Regulatory Report [KRR] .” 


2/ Notice of the development of a single uniform financial 
and operational report and the proposed rules and form 

was given in Securities Exchange Act Release No. 10612, 
Securities Investor Protection Act Release No. 9 (January 
24, 1974). 

3/ Id. 

4/ The proposed rule would require every registered national 
securities association and every national securities exchange 
to file with the Commission each proposed new form, report, 
questionnaire or similar document or any substantive amend- 
ment to, or substantive modification of, an existing form, re- 
port, questionnaire or similar document which it requires of 
its members. 


5/ The proposed rule would require each national securities 
exchange and registered national securities association to 

file proposed Form X-17A-19 with the Commission and SIPC 
promptly upon learning of certain changes in the membership 
of any of its members. 


6/ This represents essentially the type of information which 
is being sought by the various regulatory authorities today. 
The format may represent a change for certain regulators. 
However, this adjustment in format is necessary in the inter- 
est of eliminating duplication. 


7/ Id. 
8/ Id. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10960/August 8, 1974 


The Securities and Exchange Commission announced that 
the temporary suspension of over-the-counter trading in 
the securities of UNAC International, Inc., will terminate 
at midnight (EDT) on August 10, 1974. 


The Commission initiated the trading suspension on July 12, 
1974 at the request of UNAC and because of information 
received from the Company indicating that the Indiana 
Department of Insurance has advised the company that its 
reserves for claims may be inadequate. The Company ad- 
vised that if the Indiana Department of Insurance is cor- 
rect in its preliminary examination it would have a signifi- 
cant adverse impact on the company. 


On August 5, 1974 the Superior Court for Marion County, 
Indiana ordered that UNAC, the primary asset and major 
Operating subsidiary of UNAC International Corp. be 
placed in a conservatorship and rehabilitatorship. The 
Court appointed Lloyd Allan, Insurance Commissioner for 
the State of Indiana as a conservator for UNAC pursuant to 
that order. All the assets of UNAC are now under the con- 
trol of the conservator. UNAC International Corp. con- 
sented to the entry of that order. 


The duration of the conservatorship and the future viability 
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of UNAC, and UNAC International Corp. at this time are 
unknown and these are matters presently being considered 
by the Conservator and the Company. 


The Commission cautions broker-dealers, shareholders, 
and prospective purchasers that they should carefully con- 
sider the foregoing information along with all other cur- 
rently available information and any information subse- 
quently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the trading suspension no quo- 
tation may be entered unless and until they have strictly 
complied with all of the provisions of said rule. If any 
broker or dealer has any questions as to whether or not he 
has complied with said rule, he should not enter any quota- 
tion but immediately contact the staff of the Division of 
Enforcement in Washington, D. C. If any broker or dealer 
is uncertain as to what is required by Rule 15c2-11, he 
should refrain from entering quotations relating to the 
securities in question until such time as he has familiarized 
himself with said rule and is certain that all of its provisions 
have been met. If any broker or dealer enters any quotation 
which is in violation of said rule, the Commission will con- 
sider the need for prompt enforcement action. 












HOLDING COMPANY ACT 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18520/August 5, 1974 


In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
New York, New York 
(70-5516) 


ORDER AUTHORIZING AMENDMENTS TO CERTI- 
FICATE OF INCORPORATION TO AUTHORIZE PRE- 
FERRED STOCK; SOLICITATION OF PROXIES 


Consolidated Natural Gas Company (‘’Consolidated”’), a 
registered holding company, has filed a declaration and 
amendments thereto pursuant to Sections 6(a), 7 and 12(e) 
of the Public Utility Holding Company Act of 1935 (‘‘Act”’) 
and Rules 62 and 65 promulgated thereunder regarding the 
following proposed transactions. 


Consolidated’s Certificate of Incorporation (‘Certificate’) 
presently authorizes, 22,000,000 shares of capital (Com- 
mon) stock, par value $8 per share, of which 18,919,362 
shares are issued and outstanding. Consolidated now pro- 
poses to amend its Certificate to additionally authorize 
2,500,000 shares of preferred stock, par value $100 per 
share. 


All external financing for the Consolidated System is ef- 
fected at the parent company level through the issue and 


: 
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sale of securities of Consolidated; and the latter, in turn, 
supplies the capital requirements of its subsidiary com- 
panies. Such financing has traditionally been in the form 
of unsecured debt (debentures and bank loans) and com- 
mon stock. It is stated that the System’s capital require- 
ments, including the financing of its programs for new gas 
supplies, will expand substantially over the foreseeable 
future, and that capital expenditures for the period 1974 
through 1976 are estimated at $650 million as compared 
with actual expenditures of $350 million in the prior 3- 
year period. To facilitate its expanding financing require- 
ments, Consolidated now considers that the use of preferred 
stock is desirable as an additional financing medium, and 
states that the use of that medium will (1) augment its 
equity capital, thereby facilitating additional long-term 
debt financing; (2) alleviate the pressure of prerequisite 
interest coverage governing the incurrence of long-term 
debt, thereby maintaining the investment quality of its 
debt securities; and (3) afford the System greater finan- 
cing flexibility under shifting conditions of the securities 
markets. 


Except for a small amount of long-term debt directly incur- 
red in the past by certain of the subsidiaries in connection 
with various acquisitions or purchases of natural gas prop- 
erties, the consolidated capitalization of the System con- 
sists solely of Consolidated’s securities, as shown below as 
of March 31, 1974. 


Thousands % 
Long-term Debt* 
Parent company: 
Debentures $ 595,283 46.2 
Term Bank Loan 
(Construction) 18,000 1.4 
Subsidiary companies 3,284 0.3 
616,567 47.9 
Common Stock Equity 671,370 52.1 
Total Cap. & Surplus $1,287,937 100.0 


* en? 
Includes current maturities 


Consolidated’s debentures are outstanding in series maturing 
variously between 1976 and 1999. Among other things, the 
indentures underlying the outstanding debentures (1) limit 
the incurrence of long-term debt (maturing in over one 

year) to 50% of net tangible assets until March 1, 1987, and 
to 60% thereafter; (2) impose substantial cash sinking funds 
for retirement of debentures; and (3) require as a pre- 
requisite to the issuance of additional debentures that inter- 
est on all long-term debt (including the additional deben- 
tures) be covered at least 2.5 times. The term bank loan is 
the balance of a $60 million 7-year construction loan 
authorized by the Commission on June 12, 1968 (Holding 
Company Act Release No. 16090). It is stated that said 
loan, the final installment of which is payable on June 5, 
1975, had been effected in lieu of debenture financing. 


The proposed Certificate amendment to authorize the is- 
suance of preferred stock is designed to permit adequate 
scope for future financing through that medium. Any actual 
issuance and sale of preferred stock would be subject to Com- 
mission approval under the applicable provisions of the Act. 





Consolidated further proposes to amend its Certificate so 
as to afford protective provisions for the newly-authorized 
preferred stock in substantial conformity with the standards 
prescribed by the Commission’s Statement of Policy for 
Preferred Stock promulgated under the Act (Holding 
Company, Act Release No. 13106, February 16, 1956). 
Except for one necessary deviation, the proposed Certifi- 
cate amendments will conform with the standards set forth 
in said Statement of Policy. The deviation, which concerns 
limitations on the incurrence of unsecured debt, is con- 
sidered necessary in light of the fact, heretofore noted, that 
the Consolidated System’s debt financing is composed 
entirely of unsecured debt. Accordingly, the proposed 
provision limiting unsecured indebtedness will contain the 
standard restriction, namely, that without the consent of 
the holders of a majority of outstanding preferred stock, 
Consolidated will not incur unsecured indebtedness if im- 
mediately thereafter (i) consolidated unsecured debt would 
exceed 20% of the sum of existing consolidated secured 
debt, capital stock, premiums thereon, and surplus, or (ii) 
unsecured debt with a maturity of less than 10 years would 
exceed 10% of such sum; provided, however, that the term 
“unsecured debt” shall not be deemed to include (a) all 
debentures presently outstanding or hereafter issued, (b) 
all self-liquidating loans maturing in not more than 12 
months for inventory gas specifically approved from time 
to time under the Act, and (c) loans not exceeding 
$100,000,000 having maturities of not less than seven 
years; and further provided, that the term “secured debt” 
shall be deemed to include the debentures and loans refer- 
red to in (a) and (c) above, and any other debt which is, by 
its terms, secured debt. 


With respect to the category (up to $100 million) provided 
for in (c) above, it is stated that this provision is designed 
to afford borrowing flexibility in lieu of financing through 
the sale of Consolidated’s usual 25-25 debentures; and that 
the proposed $100 million, which is stated to be analogous 
to the above-mentioned $60 million term bank loan 
authorized by the Commission in 1968, bears approximately 
the same ratio (about 17%) to the principal amount of Con- 
solidated’s presently outstanding debentures as that earlier 
term bank loan bore to the debentures outstanding at the 
end of 1967. Any actual incurrence of debt under that 
provision will duly be the subject of future filings with the 
Commission under the applicable provisions of the Act. 


The proposed amendments to Consolidated’s Certificate 
will require the approval of the holders of a majority of 
Consolidated’s outstanding common stock, and Consoli- 
dated proposes to seek such approval through the solicita- 
tion of proxies to be voted at a special meeting of stock- 
holders to be held on or about September 18, 1974. 
Copies of the solicitation material have been filed and re- 
viewed by the Commission. 


No State or Federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transactions. 


Due notice of the filing of said declaration has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (Holding Company Act Release No. 18489), and 
no hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act and 
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the rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the pub- 
lic interest and in the interest of investors and consumers 
that said declaration, as amended, be permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is, permitted to become ef- 
fective forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 18521/August 7, 1974 


In the Matter of 


DELMARVA POWER & LIGHT COMPANY 
800 King Street 
Wilmington, Delaware 19899 


DELMARVA POWER & LIGHT COMPANY OF 
VIRGINIA 

U.S. Route 13 and Naylor Mill Road 

Salisbury, Maryland 21801 

(70-5535) 


NOTICE OF PROPOSED ISSUE AND SALE OF 
PROMISSORY NOTES BY SUBSIDIARY PUBLIC- 
UTILITY COMPANY AND ACQUISITION AND 
PLEDGE THEREOF BY PARENT REGISTERED 
HOLDING COMPANY 


NOTICE IS HEREBY GIVEN that Delmarva Power & 
Light Company (‘‘Delmarva”), a registered holding 
company and a public-utility company, and its subsidiary 
company, Delmarva Power & Light Company of Virginia 
(“Virginia’’), a public -utility company, all of whose out- 
standing securities are owned by Delmarva, have filed with 
this Commission an application-declaration pursuant to the 
Public Utility Holding Company Act of 1935 (‘Act’), desig- 
nating Sections 6(b), 9(a), 12(d), and 12(f) of the Act and 
Rules 43, 44, and 50(a) (3) promulgated thereunder as ap- 
plicable to the proposed transactions. All interested per- 
sons are referred to said application-declaration, which is 
summarized below, for a complete statement of the pro- 
posed transactions. 


From time to time prior to December 31, 1976, Virginia 
proposes to issue and sell to Delmarva for cash its promis- 
sory notes due 30 years from the date of issuance, in an 
aggregate principal amount not in excess of $2,750,000. 
Delmarva will purchase such notes, when issued, at the 
principal amount thereof plus accrued interest from their 
issuance date. The notes will bear interest at 10.1% per 
annum (such interest rate being based on the cost of the last 
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public borrowings of Delmarva), but, at such time as Del- 
marva shall market its next issue of bonds, all notes there- 
after issued by Virginia shall bear interest equal to the cost 
of money to Delmarva under such bond issue, rounded to 
the nearest higher one-tenth of one percent. The notes and 
stock will be pledged by Delmarva with Chemical Bank 
(formerly Chemical Bank New York Trust Company), 
Trustee, in accordance with the provisions of the Indenture 
of Mortgage and Deed of Trust of Delmarva to Chemical 
Bank, Trustee, dated as of October 1, 1943, relating to 
Delmarva’s first mortgage and collateral trust bonds. 
Virginia will use the proceeds derived from the sale of the 
notes for future capital expenditures and other corporate 
purposes. Proposed additions to Virginia’s property and 
plant are estimated at $1,269,648 for 1974, $1,488,927 
for 1975, and $2,233,050 for 1976. 


It is stated that other than required filing fees in respect of 
the proposed transactions, miscellaneous expenses will be 
nominal. The filing states that the issuance and sale of 
promissory notes by Virginia, and the acquisition and 
pledge thereof by Delmarva, are subject to the jurisdiction 
of the State Corporation Commission of Virginia and indi- 
cates that no other State commission and no Federal Com- 
mission, other than this Commission, has jurisdiction over 
the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than September 4, 1974, request in 
writing that a hearing be held on such matter, stating the 
nature of his interest, the reasons for such request, and the 
issues of fact or law raised by said application-declaration 
which he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, Secu- 
rities and Exchange Commission, Washington, D. C. 20549. 
A copy of such request should be served personally or by 
mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon the appli- 
cants-declarants at the above-stated addresses and proof 

of service (by affidavit or, in case of an attorney-at-law, by 
certificate) should be filed with the request. At any time 
after said date, the application-declaration, as filed or as it 
may be of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant exemption 
from such other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Release No. 18522/August 7, 1974 


In the Matter of 
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GENERAL PUBLIC UTILITIES CORPORATION 
New York, New York 10005 
(70-5464) 


SUPPLEMENTAL ORDER AUTHORIZING PROPOSED 
CASH CAPITAL CONTRIBUTIONS TO SUBSIDIARY 
COMPANIES 


Genera! Public Utilities Corporation (‘‘“GPU’’), a registered 
holding company, has filed with this Commission a post- 
effective amendment to its declaration previously filed in 
this matter pursuant to Section 12(b) of the Public Utility 
Holding Company Act of 1935 (‘‘Act’’) and Rule 45 
promulgated thereunder, regarding the following proposed 
transaction. 


By order dated April 2, 1974 (Holding Company Act 
Release No. 18358), the Commission authorized GPU to 
make cash capital contributions to its public utility sub- 
sidiary companies in 1974 in an aggregate amount not to 
exceed $125,100,000, the respective amounts of such 
contributions to each subsidiary being as follows: 


Jersey Central Power & Light Company 





(“Jersey Central’’) $ 35,000,000 
Metropolitan Edison Company 
(‘Met Ed”’) 60,000,000 
Pennsylvania Electric Company 
(“Penelec”’) 30,000,000 
Waterford Electric Light Company 
(‘Waterford’) 100,000 
$125, 100,000 


Through June 28, 1974, GPU had contributed $46,500,000 
of these amounts, $12,000,000 to Jersey Central and 
$34,500,000 to Met Ed. 


It is now proposed that GPU be permitted to vary the 
respective amounts of the balance of such proposed con- 
tributions (but within the same aggregate amount) between 
its subsidiaries with no subsidiary receiving more than 
$100,000,000 of the total. The amount to be given to each 
subsidiary will be affected by their earnings and internal 
cash generation, rates of expenditures for construction, 
indenture and charter restrictions on the sale of funded 
debt and preferred stock and actual ability to sell such 
securities. The aggregate amount of the contributions and 
the use thereof by its public utility subsidiaries (construc- 
tion programs, repayment of long-term debt and sinking 
fund purposes) and all other aspects of the proposed trans- 
action would remain unchanged. 


No fees or expenses are to be incurred in connection with 
the proposed transaction, and no state commission and no 
federal commission, other than this Commission, has juris- 
diction over the proposed transaction. 


Due notice of the filing of said post-effective amendment 
to the declaration has been given in the manner prescribed 
in Rule 23 promulgated under the Act (Holding Company 
Act Release No. 18496), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satisfied 
and that no adverse findings are necessary; and that it is 





appropriate in the public interest and in the interest of in- 
vestors and consumers that said declaration, as amended by 
said post-effective amendment, be permitted to become 
effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
amended by said post-effective amendment be, and it here- 
by is, permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 promul- 
gated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 7935 
Release No. 18523/August 7, 1974 


In the Matter of 


PENNSYLVANIA POWER COMPANY 
1 East Washington Street 

New Castle, Pennsylvania 16103 
(70-5528) 


NOTICE OF PROPOSED ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Pennsylvania Power 
Company (‘Pennsylvania’), an electric utility subsidiary 
company of Ohio Edison Company (“Ohio Edison”’), a 
registered holding company, has filed an application with 
this Commission pursuant to the Public Utility Holding 
Company Act of 1935 (’‘Act’’), designating Section 6(b) 
of the Act and Rule 50 promulgated thereunder as appli- 
cable to the proposed transaction. All interested persons 
are referred to the application, which is summarized below, 
for a complete statement of the proposed transaction. 


Pennsylvania proposes to issue and sell, subject to the 
competitive bidding requirements of Rule 50 under the 
Act, up to $10,000,000 principal amount of First Mort- 
gage Bonds, % Series (the ‘“‘new Bonds”) to mature 
in not less than 5 years and not more than 30 years. Penn- 
sylvania will sell the new Bonds at competitive bidding for 
a price to Pennsylvania of not less than 100% (unless Penn- 
sylvania shall authorize a lower percentage, not less than 
99%), or more than 102-3/4% of the principal amount 
thereof and accrued interest. The new Bonds are proposed 
to be issued under Pennsylvania’s Indenture dated as of 
November 1, 1945, to The First National Bank of the City 
of New York (now First National City Bank), as Trustee, 
as heretofore amended and supplemented and as proposed 
to be amended and supplemented by a Supplemental In- 
denture to be dated as of the first day of the calendar 
month in which the new Bonds are issued. 





Pennsylvania intends to apply the proceeds from the sale 
of the new Bonds for the construction and acquisition of 
new facilities and the betterment of existing facilities, to 
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repay short-term loans (estimated to aggregate $6,000,000 
at the time of the sale of the new Bonds) incurred for such 
purposes, and to reimburse Pennsylvania’s treasury in part 
for monies expended for such purposes. 


The fees and expenses to be paid by Pennsylvania in con- 
nection with the issuance and sale of the new Bonds, in- 
cluding legal fees, will be supplied by amendment. 


The Pennsylvania Public Utility Commission has juris- 
diction over the proposed issue and sell by Pennsylvania of 
the new Bonds. No other state commission and no federal 
commission, other than this Commission, has jurisdiction 
over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 28, 1974, request in 
writing that a hearing be held on such matter, stating the 
nature of his interest, the reasons for such request, and the 
issues of fact or law raised by said application which he de- 
sires to controvert; or he may request that he be notified 

if the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D. C. 20549. A 
copy of such request should be served personally or by 
mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon the appli- 
cant at the above-stated address, and proof of service (by 
affidavit or, in case of an attorney-at-law, by certificate) 
should be filed with the request. At any time after said 
date, the application, as filed or as it may be amended, may 
be granted as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commis- 
sion may grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof or take such other action as 
it may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, including the 
date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18524/August 7, 1974 


In the Matter of 


ALLEGHENY PITTSBURGH COAL COMPANY 
Cabin Hill 
Greensburg, Pennsylvania 15601 


MONONGAHELA POWER COMPANY 
1310 Fairmont Avenue 
Fairmont, West Virginia 26554 


THE POTOMAC EDISON COMPANY 


Downsville Pike 
Hagerstown, Maryland 21740 
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WEST PENN POWER COMPANY 
Cabin Hill 

Greensburg, Pennsylvania 15601 
(70-5519) 


NOTICE OF PROPOSED OPEN ACCOUNT ADVANCE 
TO SUBSIDIARY COMPANY AND ACQUISITION OF 
COAL MINE BY SUBSIDIARY COMPANY THROUGH 
INSTALLMENT PURCHASE 


NOTICE IS HEREBY GIVEN that The Potomac Edison 
Company (‘PE’), Monongahela Power Company (‘‘Monon- 
gahela’’) and West Penn Power Company (‘‘West Penn”), 
electric utility subsidiary companies of Allegheny Power 
System, Inc., (““APS’’), a registered holding company, and 
Allegheny Pittsburgh Coal Company (‘“AP Coal"’), a sub- 
sidiary of West Penn, has filed an application-declaration 
and an amendment thereto with this Commission desig- 
nating Sections 6, 7, 9(a), 10 and 12 of the Public Utility 
Holding Company Act of 1935 (‘‘Act”’) as applicable to 
the proposed transactions. All interested persons are 
referred to the application-declaration, which is summarized 
below, for a complete statement of the proposed trans- 
actions. 


Applicants-declarants propose a series of transactions de- 
signed to enable AP Coal to exercise an option to purchase 
a coal mine near Cowens, West Virginia, (‘“Cowens Mine”) 
and to reallocate the ownership of AP Coal. AP Coal, a 
Pennsylvania corporation, now has as its entire capitaliza- 
tion 10,000 shares of common stock (par value $0.05) 
issued and outstanding, all of said shares presently being 
owned by West Penn. AP Coal’s principal asset is a 

coal reserve acquired in 1971 and its principal liability is 
an obligation to West Penn in the amount of $2,955,000 
outstanding as of June 30, 1974. The coal reserve is being 
held as a coal supply for a future APS station to be owned 
by West Penn, Monongahela and PE as tenants in common. 
Except for holding this reserve, AP Coal is an inactive 
company. 


As an initial step in a proposed reorganization and expan- 
sion of AP Coal, it is proposed that West Penn make an 
open account advance of up to $7,000,000 to AP Coal so 
that AP Coal may exercise an option to purchase the 
Cowens mine. Pursuant to an option agreement, AP Coal 
intends to purchase the Cowens mine from Ernest A. 
Desrosiers, Wilfred Desrosiers, Leo C. Desrosiers and Ray- 
mond C. Desrosiers (partners trading and doing business 

as Desrosiers Brothers) (‘‘sellers’)by paying the sellers 
$6,000,000 upon exercise of the option and the balance of 
the total stated $27,400,000 purchase price in 40 quarterly 
installments of $535,000. There is no stated interest rate 
in the option agreement. At the time of the exercise of the 
option, AP Coal also intends to exercise an option to pur- 
chase coal mining equipment from the sellers for a total 
price of $1,000,000, this amount to be paid at the time 

of exercise of said option. It is stated that the Cowens mine 
will produce low-sulfur coal for use in the APS system. 


The open account advance will be made for a period not 
to exceed 60 days from September 1, 1974, and will bear 
interest at a rate equal to West Penn’s interest cost from 
time to time of short-term borrowings. The open account 
advance is to be prepayable at any time without premium 
or penalty. 














It is stated that no state commission and no federal com- 
mission, other than this Commission, has jurisdiction over 
this initial step of the proposed transactions. Fees and ex- 
penses to be incurred in connection with all proposed trans- 
actions are estimated not to exceed $3,000. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than August 29, 1974, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 


fact or law raised by said application-declaration, as amended, 


which he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, Secu- 
rities and Exchange Commission, Washington, D. C. 20549. 
Acopy of such request should be served personally or by 
mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon the appli- 
cants-declarants at the above-stated addresses, and proof of 
service (by affidavit or, in case of an attorney-at-law, by 
certificate) should be filed with the request. At any time 
after said date, the application-declaration, as amended, or 
as it may be further amended, may be granted and permit- 
ted to become effective pursuant to Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as pro- 
vided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18525/August 7, 1974 


In the Matter of 


MONONGAHELA POWER COMPANY 
1310 Fairmont Avenue 
Fairmont, West Virginia 26554 


THE POTOMAC EDISON COMPANY 
Downsville Pike 
Hagerstown, Maryland 21740 


WEST PENN POWER COMPANY 
800 Cabin Hill Drive 

Greensburg, Pennsylvania 15601 
(70-5357) 


NOTICE OF FILING OF POST-EFFECTIVE AMEND- 
MENT REGARDING ISSUE AND SALE OF SHORT- 
TERM NOTES TO BANKS AND COMMERCIAL PAPER 
DEALERS AND EXCEPTION FROM COMPETITIVE 
BIDDING. 





NOTICE IS HEREBY GIVEN that Monongahela Power 
Company (‘“Monongahela’”’), The Potomac Edison Company 
(“PE”), and West Penn Power Company (“West Penn’’), pub- 
lic utility subsidiary companies of Allegheny Power System, 
Inc., a registered holding company, have filed with this Com- 
mission a post-effective amendment to the application pre- 
viously filed in this matter, pursuant to Section 6(b) of the 
Public Utility Holding Company Act of 1935 (‘Act’) and 
Rule 50(a) (5) promulgated thereunder. All interested 
persons are referred to the application as now amended, 
which is summarized below, for a complete statement of 

the proposed transactions. 


By orders dated July 27, 1973 and May 7, 1974 (Holding 
Company Act Release Nos. 18041 and 18404), this Com- 
mission, among other things, authorized the issue and sale 
of short-term notes to banks and to dealers in commercial 
paper by PE from time to time for the period July 31, 1973 
to December 31, 1974. 


The orders also contained a limitation which provided that 
the maximum amount of unsecured debt, including debt 
with a maturity in excess of 10 years, outstanding at any 
one time, shall not exceed 20% of PE’s total capitalization. 


The names of banks from which borrowings are proposed 

to be effected and the maximum amount which may be out- 
standing at any one time from each of such banks are as 
follows: 


First National City Bank $ 40,000,000 
Mellon Bank NA 30,000,000 
Chemical Bank 30,000,000 
Pittsburgh National Bank 5,000,000 
Manufacturers Hanover Trust Co. 20,000,000 
Chase Manhattan Bank NA 5,000,000 
Irving Trust Co. 5,000,000 

$135,000,000 


Each note payable to a bank will be dated as of the date of 
the borrowing which it evidences, will mature not more than 
270 days after the date of issuance or renewal thereof, will 
bear interest at the prime or comparable interest rate of 

the bank from which the borrowing is made, in effect at the 
time of issuance or in effect from time to time, and will be 
prepayable at any time without premium or penalty. 


It is now proposed that the maximum amount of PE’s short- 
term notes outstanding at any one time will not, when taken 
together with any commercial paper outstanding and any 
long-term unsecured debt outstanding, be in excess of 
$55,000,000, including any notes which may be outstand- 
ing pursuant to prior orders of the Commission. It is stated 
that PE maintains balances to meet regular operating require- 
ments at these banks which vary in amount from time to 
time. If average balances were maintained solely to fulfill 
compensating balance requirements of major banks, ap- 
proximately 20%, the effective interest cost to each of the 
companies issuing and selling the notes on the basis of a 
prime commercial credit or comparable rate of 12% would 
be 15%. 


The commercial paper will be in the form of promissory 
notes in denominations of not less than $50,000 nor more 
than $5,000,000 and will be of varying maturities, with no 
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maturity more than 270 days after the date of issue. None 
will be prepayable prior to maturity. The commercial 
paper notes will be sold directly to a dealer or dealers in 
commercial paper, at a discount not in excess of the dis- 
count rate per annum prevailing at the time of issuance 
for commercial paper of comparable quality and of the 
particular maturity. The dealer or dealers may reoffer the 
commercial paper at a discount rate of 1/8 of 1% per an- 
num less than the discount rate to PE. No commercial 
paper notes will be issued having a maturity of more than 
90 days at an effective interest cost which exceeds the 
effective interest cost at which PE is able to borrow the 
same amount from banks at that time. Such dealer or 
dealers will reoffer the commercial paper notes to not 
more than 200 of its or their customers identified and 
designated in a list for each company (nonpublic) pre- 
pared in advance. It is expected that the commercial 
paper notes will be held by the customers to maturity, 
but if the customers wish to resell prior to maturity, the 
dealer or dealers, pursuant to a verbal repurchase agree- 
ment, will repurchase the notes and reoffer them to others 
on said list. 


PE requests an exception from the competitive bidding 
requirements of Rule 50 for the proposed issue and sale 
of its commercial paper pursuant to paragraph (a) (5) 
thereof. PE also requests authority to file certificates 
under Rule 24 with respect to the issue and sale of com- 
mercial paper hereafter consummated pursuant to this ap- 
plication on a quarterly basis. 
No state commission and no federal commission, other 
than this Commission, has jurisdiction over the propdsed 
transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 29, 1974, request in 
writing that a hearing be held on such matter, stating 

the nature of his interest, the reasons for such request, and 
the issues of fact or law raised by said post-effective amend- 
ment to the application which he desires to controvert; or 
he may request that he be notified if the Commission should 
order a hearing thereon. Any such request should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request should 
be served personally or by mail (air mail if the person being 
served is located more than 50 miles from the point of 
mailing) upon the applicants at the above-stated addresses, 
and proof of service (by affidavit, or in case of an attorney- 
at-law, by certificate) should be filed with the request. At 
any time after said date, the application, as now amended 
or as it may be further amended, may be granted as pro- 
vided in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem ap- 
propriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18526/August 8, 1974 


In the Matter of 


NATIONAL FUEL GAS COMPANY 
30 Rockefeller Piaza 
New York, New York 10020 


NATIONAL FUEL GAS DISTRIBUTION 
CORPORATION 

10 Lafayette Square 

Buffalo, New York 14203 


NATIONAL FUEL GAS SUPPLY CORPORATION 
308 Seneca Street 

Oil City, Pennsylvania 16301 

(70-5531) 


NOTICE OF PROPOSED ISSUE AND SALE OF COM- 
MERCIAL PAPER AND NOTES TO A BANK BY 
HOLDING COMPANY; ISSUE AND SALE OF SHORT- 
TERM NOTES TO BANKS AND HOLDING COMPANY 
BY SUBSIDIARY COMPANIES; AND ISSUE AND SALE 
OF DEBENTURES BY HOLDING COMPANY 


NOTICE IS HEREBY GIVEN that National Fuel Gas 
Company (“National’’), a registered holding company, and 
two of its subsidiary companies, National Fuel Gas Dis- 
tribution Corporation (“Distribution Corporation”’) and 
National Fuel Gas Supply Corporation (‘Supply Corpora- 
tion’’), have filed an application-declaration with this Com- 
mission pursuant to the Public Utility Holding Company 
Act of 1935 (“Act”), designating Sections 6(a), 6(b), 7, 
9(a), 10, 12(b), and 12(f) of the Act and Rules 43, 45, and 
50 promulgated thereunder as applicable to the proposed 
transactions. All interested persons are referred to the 
application-declaration, which is summarized below, for 

a complete statement of the proposed transactions. 


National proposes, from time to time through December 31, 
1975, to issue and sell commercial paper and/or notes to a 
bank in the aggregate principal amount at any one time out- 
standing of not more than $17,000,000. Such commercial 
paper will be sold by National directly to A.G. Becker & Co, 
Incorporated (‘“Becker’’), a dealer in commercial paper, in 
denominations of not less than $100,000 with varying 
maturities not to exceed 270 days and which will not be 
prepayable prior to maturity. No commission will be 
payable in connection with the issuance and sale of the 
commercial paper; however, Becker will reoffer and sell the 
commercial paper at a discount rate of 1/8 of 1% per an- 
num less than the prevailing discount rate to the company. 
Becker, in reoffering the commercial paper, will limit the 
reoffer and sale to not more than 200 buyers of commercial 
paper identified and designed in a list (nonpublic) prepared 
in advance. It is anticipated that the commercial paper will 
be held by the buyers to maturity; however, Becker may, if 
desired, repurchase the commercial paper and reoffer it to 
others on said list of buyers. 





It is stated that when the effective interest cost for com- 
mercial paper exceeds the cost of equivalent borrowings from 
The Chase Manhattan Bank, N.A. (‘Chase’) on the date of 
issue, National will resort to bank loans. The proposed 
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unsecured, short-term notes to Chase will each be dated as 
of the date of issue, will mature not later than nine months 
from the date thereof, will be prepayable at any time, in 
whole or in part without penalty or premium, and will bear 
interest at the prime rate of Chase in effect from time to 
time. National has informally agreed with Chase to main- 
tain average balances of 20% of the average loans out- 
standing. National asserts, however, that the average bal - 
ances maintained for normal operating needs are substan- 
tially in excess of this amount. If an average balance of 
20% were assumed to be a ‘compensating balance,”’ the 
effective cost of money, based on a 12% prime rate, would 
be 15% per annum. There will be no commitment fee nor 
any closing or related costs in connection with the com- 
pany’s bank borrowings. National states tentatively that 

it proposes to repay its commercial paper and/or short-term 
notes to Chase through moneys from internal sources, as 
well as from financing to be done sometime in 1975. 


National intends to use the proceeds from the sale of its 
commercial paper and/or short-term notes to acquire for 
cash $17,000,000 principal amount of short-term unsecured 
notes proposed to be issued by Distribution Corporation. 
Each such note will be dated the same date and bear the 
same interest rate as the related commercial paper and/or 
short-term note of National. Each such note will mature 
within nine months from its date of issue, with interest 
payable quarterly until the principal amount is paid in full. 
Distribution Corporation will have the option, after pay- 
ment of all notes of prior maturity, held by National to 
prepay any note at any time or from time to time, in 
whole or in part without premium. Distribution Corpora- 
tion proposes to use $10,000,000 of the proceeds from 

the above loans to finance the purchase of synthetic 
natural gas and the balance to finance a portion of its 

1974 construction program. Repayment of Distribution 
Corporation’s notes used to finance the purchase of syn- 
thetic natural gas will be made at the end of the winter 
cycle from funds from operations, and repayment of the 
notes used to finance the 1974 construction program will 
be made from the proceeds of a financing planned for 1975. 


Distribution Corporation will purchase gas for underground 
storage purposes until such time as Supply Corporation re- 
ceives approval of its initial tariff rates from the Federal 
Power Commission (““FPC’’). To finance such purchases, 
Distribution Corporation proposes to issue and sell, from 
time to time during 1974, unsecured, short-term notes not 
in excess of $12,000,000 to the following banks: 


Marine Midland Bank, Buffalo, N.Y. $ 8,000,000 
First National Bank of Pennsylvania, 

Erie, Pa. 2,000,000 
Pennsylvania Bank and Trust Company, 

Warren, Pa. 350,000 
Marine Midland Chautaugua National Bank, 

Jamestown, N. Y. 500,000 
Warren National Bank, Warren, Pa. 750,000 
Marine National Bank, Erie, Pa. 400,000 

$12,000,000 


Each note will be dated as of the date of issue, will mature 
not later than nine months from the respective dates, will 
bear interest at the prime commercial rate of interest in 





effect from time to time at the lending bank, wi!l be pre- 
payable at any time, in whole or in part without penalty o: 
premium, and will be repaid within nine months as gas is 
withdrawn from storage and sold. 


Supply Corporation proposes to issue and sell from time 
to time during 1974 unsecured, short-term notes not in 
excess of $7,000,000 to the following banks in order to 
finance the cost of gas purchased and stored underground 
for current inventory: 


Deposit National Bank, DuBois, Pa. $ 500,000 
First Laurel Bank, St. Mary’s, Pa. 700,000 
Emporium Trust Company, Emporium, Pa. 170,000 
First National Bank of Mercer County, 

Greenville, Pa. 200,000 
McDowell National Bank, Sharon, Pa. 850,000 
Northwest Pennsylvania Bank & Trust 

Company, Oil City, Pa. 1,500,000 
Pennsylvania Bank & Trust Company, 

Titusville, Pa. 1,000,000 
Producers Bank & Trust Company, 

Bradford, Pa. 100,000 
First Seneca Bank & Trust Company, 

Oil City, Pa. 1,980,000 

$7,000,000 


Each note will be dated as of the date of issue, will mature 
not later than nine months from the respective dates, will 
bear interest at the prime commercial rate of interest in 
effect from time to time at Chase, will be prepayable at 
any time, in whole or in part without penalty or premium, 
and will be repaid within nine months as gas is withdrawn 
from storage and sold. When Supply Corporation receives 
approval of its initial tariff rates from the FPC, it will 
purchase the gas that was stored by Distribution Corpora- 
tion, as herein described, and will issue additional short- 
term notes up to an aggregate of $12,000,000 to cover such 
purchase. 


National also proposes to issue and sell up to $20,000,000 
principal amount of its % Debentures, which will be 
issued under an Indenture to be dated as of October ; 
1974. The maturity, sinking fund and redemption provisions 
(including the duration of the refunding limitation), and 
other terms of the debentures have not been determined 
and will be supplied by amendment. National proposes to 
use the proceeds from the sale of the debentures to make 
long-term installment loans to Distribution Corporation 
aggregating $14,000,000, and to Supply Corporation ag- 
gregating $6,000,000 at an interest rate per annum equal 
to the effective cost of money incurred by National, 
rounded to the next highest multiple of 1/10 of 1%. Of the 
$20,000,000 proceeds thus received by them, the sub- 
sidiaries will use $18,500,000 to prepay an equal amount 
of their notes maturing December 31, 1974, held by Na- 
tional and the balance of $1,500,000 toward their 1974 
construction programs. National, in turn, will use the 
$18,500,000 thus received from the subsidiaries to pre- 
pay $14,500,000 of notes maturing December 31, 1974, 
held by Chase, and $4,000,000 to pay off outstanding 
commercial paper. 





National request exception from the competitive bidding 
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requirements of Rule 50 for the proposed issue and sale of 
its commercial paper pursuant to paragraph (a) (5) thereof 
and also requests authority to file certificates under Rule 
24 with respect to the proposed short-term borrowings 
and/or commercial paper transactions on a quarterly basis. 


National further states that in view of the reduction in the 
number and strength of underwriters, and the unsettled 
conditions in the securities markets and decreased interest 
of investors in the securities of public utilities in particular, 
it may not be possible to sell the debentures through com- 
petitive bidding because the necessity to form competing 
bidding groups may preclude the formation of even one 
group with sufficient strength to take the risk. Therefore, 
National may request by amendment that the sale of its 
debentures be exempted from competitive bidding under 
the requirements of Rule 50. 


The fees and expenses in connection with the proposed 
debentures are to be filed by amendment. The fees and 
expenses for the other proposed transactions are estimated 
at $6,800 and are to be paid by National. The filing states 
that the New York Public Service Commission has juris- 
diction over the issuance and sale of the long-term notes 
by Distribution Corporation and that no other State or 
Federal commission, other than this Commission has 
jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 3, 1974, request in 
writing that a hearing be held on such matter, stating the 
nature of his interest, the reasons for such request, and 
the issues of fact or law raised by said application-declara- 
tion which he desires to controvert; or he may request 
that he be notified if the Commission should order a 
hearing thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D. C. 20549. A copy of such request should be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon the applicants—declarants at the above- 
stated addresses. and proof of service (by affidavit or, in 
case of an attorney-at-law, by certificate) should be filed 
with the request. At any time after said date, the applica- 
tion-declaration, as filed or as it may be amended, may be 
granted and permitted to become effective as provided in 
Rule 23 of the General Rules and Regulations promul- 
gated under the Act, or the Commission may grant exemp- 
tion from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem appro- 
priate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices or 
orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 


Release No. 18527/August 9, 1974 
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In the Matter of 


OHIO EDISON COMPANY 
Akron, Ohio 44308 
(70-5515) 


ORDER AUTHORIZING PROPOSED UTILITY ASSETS 
IN CITIES OF NORWALK, SALEM, AND AKRON, 
OHIO 


Ohio Edison Company (‘‘Ohio Edison”’), a registered 
holding company and an electric utility company, has 
filed an application with this commission pursuant to 
Sections 9(a) (1) and 10 of the Public Utility Holding 
Company Act of 1935 (“‘Act’’) regarding the following 
proposed transactions. 


Ohio Edison, pursuant to two contracts, both dated 
November 2, 1973, proposes to purchase the electric 
distribution facilities presently being used in two mobile 
home parks in Norwalk, Ohio, to distribute and submeter 
electric energy purchased from Ohio Edison. One con- 
tract provides for payment of $2,104 to Mrs. Mery! Hurst 
for her distribution facilities in her mobile home park 
known as Hurst Mobile Home Court. The other contract 
provides for payment of $8,023 to Mr. F. Willard Olcott 
for his distribution facilities in his mobile home park 
known as Olcott Trailer Court on the date of the contract 
but now known as Willow Brook Place. Both contracts 
provide for continued attachment of security lights to the 
poles to be sold to Ohio Edison and for conveyance to 
Ohio Edison of the necessary easements for facilities to 
serve customers in the respective parks. The prices were 
based on Ohio Edison’s estimate of the present value to 
Ohio Edison of the property to be purchased. The ori- 
ginal cost of the property is not known. 





@ 


The property in the Hurst mobile home park is presently 
being used to serve 10 customers. The property in the 
Olcott mobile home park is presently being used to serve 
33 customers. Upon acquisition of the property Ohio 
Edison will serve these customers under its rates schedules 
as provided by law. Based on sales of approximately 
213,400 KWH during the period June, 1973 through May, 
1974, the operating revenue to Ohio Edison was approxi- 
mately $75,283. The operating revenue would have been 
approximately $8,460 more if Ohio Edison has served 
customers directly in the mobile home parks. Costs will 
be comparable to those incurred in and resulting from 
Ohio Edison’s other similar operations. 


Ohio Edison also proposed to acquire from the City of 
Salem, Ohio (‘‘Salem”’) its street lighting system. Ohio 
Edison, pursuant to the advertisement inviting bids for 
Salem's lighting system, submitted a bid which was ac- 
cepted. Ohio Edison bid $235,580 plus an amount equal 
to the cost of net additions after December 24, 1973, the 
date of the inventory on which its offer was predicated. 
Ohio Edison has no knowledge of the original cost of the 
system and is advised that Salem does not maintain such 
cost records of the property. 








The street lighting facilities being acquired from Salem will 
be operated as part of Ohio Edison’s integrated electric 
system under rates agreed to in a contract dated April 4, 
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1974 entered into by Ohio Edison and Salem pursuant to 
an ordinance. Ohio Edison is presently serving customers 
at retail in Salem. 


Based on sales of approximately 1,478,640 KWH during 
the period May, 1973 through April, 1974, the operating 
revenue to Ohio Edison for sale of energy for street light- 
ing was approximately $27,234. The operating revenue 
would have been $42,097 more for the same period if 
Ohio Edison had already acquired the street lighting 
facilities from Salem. Costs will be comparable to those 
incurred in and resulting from Ohio Edison’s other similar 
operations. 


The City of Akron, Ohio (“Akron”) is constructing under- 
ground ducts for electric circuits along with sewer and 
water line, street and sidewalk construction and canal 
redevelopment in Opportunity Park, an urban renewal 
area in Akron. The construction is being done by Akron 
contractors strictly in accordance with Ohio Edison’s re- 
quirements for ducts, manholes, conduit, etc., that would 
accommodate the installation of electrical circuits and 
facilities of Ohio Edison when construction is completed 
and Ohio Edison has agreed to reimburse Akron for the 
share of the projects cost representing work done on the 
facilities Ohio Edison would use in return for Akron’s 
agreement to convey the facilities to Ohio Edison upon 
completion of the work. 


The total estimated cost of the work to be done by Akron 
for the account of Ohio Edison is not expected to exceed 
$2,256,965.27 and that as the work is completed, Akron 
will convey said work free and clear of all encumbrances 
to Ohio Edison in return for payment by Ohio Edison of 
the agreed cost of the work so conveyed. 


The property to be acquired is located in the service area 
of Ohio Edison and is to be and in fact is in part presently 
being used to serve customers of Ohio Edison as part of 
its integrated electric system. 


The property to be acquired will be recorded on the books 
of Ohio Edison on the basis of the original cost thereof 
(to the extent such original cost can be determined from 
records or estimated) and the difference, if any, between 
the purchase price of such property and such original cost 
will be treated in accordance with the accounting regula - 
tions and orders of the regulatory commissions having 
jurisdiction, namely, the Federal Power Commission and 
the Public Utilities Commission of Ohio. Except to the 
extent of such accounting jurisdiction, no state commis- 
sion and no federal commission, other than this Com- 
mission, has jurisdiction over the proposed transactions. 


The fees and expenses incurred by Ohio Edison in connec- 


tion with the proposed transactions are estimated at $3,800, 


including legal fees of $1,000. 


Due notice of the filing of said application has been given 

in the manner prescribed in Rule 23 promulgated under the 
Act (Holding Company Act Release No. 18497), and no 
hearing has been requested of or ordered by the Commis- 
sion. Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are 





necessary ; and that it is appropriate in the public interest 
and in the interest of investors and consumers that said 
application, be granted: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, be, 
and it hereby is, granted, effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 promul- 
gated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8446/August 2, 1974 


In the Matter of 


TUDOR CAPITAL FUND 
120 Broadway 

New York, New York 10005 
(811-1927) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 8(f) OF THE ACT FOR AN ORDER 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Tudor Capital Fund 
(“Applicant”), registered under the Investment Company 
Act of 1940 (the “‘Act’’) as a diversified, closed-end, 
management investment company, has filed an application 
pursuant to Section 8(f) of the Act for an order of the 
Commission declaring that Applicant has ceased to be an 
investment company as defined in the Act. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations con- 
tained therein, which are summarized below. 


Applicant was organized as a Delaware corporation on 
July 17, 1969, and registered under the Act by filing a 
Form N-8A Notification of Registration on August 21, 
1969. 


Applicant represents that a Plan of Dissolution (the ‘Plan’’) 
was adopted by its shareholders at a special meeting on 
December 21, 1973 and that a Certificate of Dissolution 
was filed with the Secretary of State of the State of Dela- 
ware on December 26, 1973. Applicant states that since 
December 26, 1973, it has not continued the business for 
which it was organized, but rather, has remained in exis- 
tence solely for the purpose of converting any remaining 
assets to cash, discharging or otherwise providing for the 
discharge of its liabilities and distributing its remaining 
cash to shareholders. 
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As of December 31, 1973, Applicant had 46,244 shares of 
common stock outstanding and had net assets of $373,159. 
Pursuant to the Plan, Applicant states that all of its assets 
have been converted to cash, its liabilities have been satis- 
fied or provision has been made therefore, and a liquidating 
cash distribution, in the aggregate amount of $370,768, has 
been made to shareholders in redemption and cancellation 
of 45,944 shares of common stock. As of June 14, 1974, 
two shareholders, owners of 300 shares of common stock, 
had not yet been located. Cash not distributed to share- 
holders in connection with the initial liquidating distribu- 
tion will be held by Applicant’s custodian bank for up to 
one year to satisfy any claims which may hereafter be 
asserted against Applicant. Thereafter, a final liquidating 
distribution will be made to all shareholders of any re- 
maining cash. Cash which cannot be distributed because 
shareholders cannot be located will be placed in an escrow 
account for their benefit, subject to the applicable laws of 
escheat. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, upon application, finds that a 
registered investment company has ceased to be an invest- 
ment company, it shall so declare by order, and upon the 
effectiveness of the order the registration of such company 
shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 27,1974, at 5:30 p.m., 
submit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the issues, 
if any, of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission shall 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the person 
being served is located more than 500 miles from the point 
of mailing) upon Applicant at the address stated above. 
Proof of such service (by affidavit or, in case of an at- 
torney-at-law, by certificate) shall be filed contemporane- 
ously with the request. As provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act, an 
order disposing of the application will be issued as of 
course following August 27, 1974, unless the Commission 
thereafter orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a hearing, or 
advice as to whether a hearing is ordered, will receive 
notice of further developments in this matter, including 
the date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Release No. 8447/August 2, 1974 


In the Matter of 
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MANHATTAN FUND, INC. 
TMR APPRECIATION FUND, INC. 
245 Park Avenue 

New York, New York 10017 
(812-3650) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
17(b) OF THE ACT FOR AN ORDER EXEMPTING 
A PROPOSED TRANSACTION FROM SECTION 17(a) 
OF THE ACT 


NOTICE IS HEREBY GIVEN that Manhattan Fund, 
Inc. (‘“‘Manhattan’’) and TMR Appreciation Fund, Inc. 
(“Appreciation”’) (collectively referred to as ‘‘Applicants”’), 
open-end, diversified, management investment companies 
registered under the Investment Company Act of 1940 
(the ““Act’’), have filed an application pursuant to Section 
17(b) of the Act for an order of the Commission exempt- 
ing from the provisions of Section 17(a) of the Act the 
proposed merger of Appreciation into Manhattan. All 
interested persons are referred to the application on file 
with the Commission for a statement of the representa- 
tions contained therein, which are summarized below. 


Manhattan, a Maryland corporation, was organized in 
1965 and, as of March 31, 1974, had net assets of 
$73,018,766. Appreciation, a Delaware corporation, was 
organized in 1966 and, as of March 31, 1974, had net 
assets of $7,704,210. The principle investment objective 
of both Applicants is capital appreciation. CNA Manage- 
ment Corporation (“CNA”), a wholly-owned subsidiary of 
CNA Financial Corporation, acts as investment adviser and 
principle underwriter for both Applicants. The Boards of 
Directors and officers of both Applicants are identical, 
and their governing instruments are substantially similar. 
Accordingly, each of the Applicants may be deemed to be 
under common control, and, therefore, Applicants may be 
deemed to be affiliated persons of each other within the 
meaning of Section 2(a) (3) of the Act. 


Applicants propose to enter into an agreement of merger 
under which Appreciation is to be merged into Manhattan. 
Manhattan shall be the surviving corporation, and the 
separate existence of Appreciation shall cease. The proposed 
merger is contingent upon the receipt of an opinion of 
counsel to the effect that the merger will constitute a tax- 
free reorganization. The agreement of merger requires the 
affirmative vote of at least a majority of the outstanding 
voting securities of Appreciation. 


Prior to the effective date of merger, each Applicant will 
distribute to its respective shareholders a dividend con- 
sisting of substantially all of its undistributed net taxable 
investment income and net taxable short-term capital gains. 
Such taxable dividends will be paid in each case in addi- 
tional shares of the respective Applicant or, at the election 
of each shareholder, in cash. On the effective date of 
merger, the outstanding shares of capital stock of Apprecia- 
tion will be converted into that number of full shares (and 
fractional interest in a full share) of Manhattan as shall 
have an aggregate net asset value, as of the last day on 
which the New York Stock Exchange is open for unre- 
stricted trading prior to the effective date of the merger, 
equal to the aggregate net asset value of each shareholder’s 
interest in Appreciation. 
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As of March 31, 1974, Appreciation had a tax loss carry 
forward of approximately $26,305,000. Of such tax loss 
carry forward, $9,045,000 will be available to Manhattan if 
the merger is effected. As of March 31, 1974, Manhattan 
had a tax loss carry forward of approximately $113,162,000. 
On March 31, 1974, Appreciation had unrealized losses of 
$2,237,277 and Manhattan had unrealized losses of 
$38,882,106. 


No adjustment in the net asset values of Applicants will be 
made to compensate for any potential Federal income tax 
impact on the shareholders of Applicants which may result 
from the differences between the Applicants in the per- 
centage of each Applicant’s net unrealized capital losses to 
its net asset value and in the amount of each Applicant's tax 
loss carry forward. Applicants assert that the application of 
an adjustment formula is inappropriate in this instance in 
view of the substantial tax loss carry forward and unrealized 
losses possessed by each Applicant. Applicants further as- 
sert that a tax adjustment cannot be demonstrated to re- 
sult in fairer treatment to the respective shareholders than 
not making an adjustment since the effect on a particular 
shareholder is dependent on a variety of personal factors 
such as the individual shareholder’s capital gains tax rate, 
the individual's cost basis, the time when the individual 
ultimately redeems his shares in Manhattan, and Manhattan’s 
future pattern of realization and distribution of gains. 


Section 17(a) of the Act, in pertinent part, provides that it 
shall be unlawful for any affiliated person of a registered 
investment company knowingly to sell to or purchase from 
such registered investment company any security or other 
property. Section 17(b) of the Act provides that the 
Commission, upon application, may exempt a proposed 
transaction from the provisions of Section 17 (a) if evidence 
establishes that the terms of the proposed transaction, in- 
cluding the consideration to be paid or received, are rea- 
sonable and fair and do not involve overreaching on the 
part of any person concerned and the proposed transaction 
is consistent with the policy of each registered investment 
company concerned and with the general purposes of the 
Act. 


Applicants assert that the terms of the proposed transaction 
are fair and reasonable and do not involve overreaching on 
the part of any person concerned since shares of Man- 
hattan will be issued to the shareholders of Appreciation on 
the basis of the respective net asset values of each of the 
Applicants determined at the same point in time. Appli- 
cants state that certain expenses, such as legal, accounting, 
and custodial fees, qualification of shares for sale, share- 
holder meetings, preparation of proxies and shareholder re- 
ports, franchise taxes and possibly brokerage commissions, 
are expected to constitute a lower percentage of income of 
the surviving Applicant than they presently constitute of 
each Applicant separately. 


Applicants assert that the proposed merger is consistent 
with the policies of both Appreciation and Manhattan and 
the general purposes of the Act. The investment objective 
of both Applicants is capital appreciation, and the invest- 
ment policies and restrictions of both Applicants are sub- 
stantially the same. 


The aggregate expenses of the Applicants in connection 


with the proposed merger, including legal, accounting, 
printing, transfer agent and other miscellaneous expenses, 
are estimated at $24,500. Such expenses will be borne by 
Manhattan in the event the merger is effected and will be 
allocated to each Applicant in proportion to its respective 
net asset value in the event the merger is not effected. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 27, 1974, at 5:30 p.m., 
submit to the Commission in writing a request for a hear- 
ing on the matter accompanied by a statement as to the 
nature of his interest, the reasons for such request, and 

the issues, if any, of fact or law proposed to be controverted, 
or he may request that he be notified if the Commission 
shall order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such 
request shall be served personally or by mail (air mail if 
the person being served is located more than 500 miles 
from the point of mailing) upon the Applicants at the ad- 
dress statec' above. Proof of such service (by affidavit or, 
in the case »f an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. As provided 
by Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application will 
be issued as of course following August 27, 1974, unless 
the Commission thereafter orders a hearing upon request 
or upon the Commission’s own motion. Persons who re- 
quest a hearing, or advice as to whether a hearing is ordered, 
will receive notice of further developments in this matter, 
including the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8448/August 5, 1974 


In the Matter of 


THE CAMBRIDGE FUND, INC. 
67 Wall Street 
New York, New York 10005 


NCD FINANCIAL CORPORATION, INC. 
900 Wilshire Bivd. 
Los Angeles, California 90017 


TWEEDY, BROWNE & KNAPP 
67 Wall Street 
New York, New York 10005 


and 

MR. ROBERT WALLER 
1230 South Oakland Street 
Pasadena, California 91106 
(812-3657) 
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NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING PROPOSED TRANSACTIONS FROM THE 
PROVISIONS OF SECTION 17(a) AND PURSUANT TO 
SECTION 17(d) OF THE ACT AND RULE 17d-1 
THEREUNDER PERMITTING PROPOSED TRANS- 
ACTIONS 


NOTICE IS HEREBY GIVEN that The Cambridge Fund, 
Inc. (“Fund”), a closed-end, non-diversified management 
investment company registered under the Investment 
Company Act of 1940 (‘‘Act’’”), NCD Financial Corpora- 
tion, Inc. (“NCD”), a California corporation, Tweedy, 
Browne & Knapp (““TBK”), a New York limited partner- 
ship and a broker-dealer registered under the Securities 
Exchange Act of 1934, and Mr. Robert Waller (hereinafter 
collectively referred to as ‘““Applicants”’), have filed an 
application for an order pursuant to Section 17(b) 
exempting the transactions described below from the 
provisions of Section 17(a) of the Act and pursuant to 
Section 17(d) of the Act and Rule 17d-1 thereunder 
permitting said transactions. All interested persons are 
referred to the application on file with the Commission 
for a statement of the representations contained therein, 
which are summarized below. 


The Fund proposes to sell to Mr. Waller and NCD certain 
of the Fund's portfolio securities (the ‘“‘“Securities’’), pur- 
suant to agreements dated April 15, 1974, between the 
Fund and Mr. Waller and NCD (‘April Agreements”). The 
April Agreements incorporate certain provisions of agree- 
ments between TBK and Mr. Waller and NCD which were 
entered into on January 9, 1974, and which were amended 
by agreements dated February 1, 1974 (collectively refer- 
red to as the “January Agreements”). 


As of June 21, 1974, TBK owned 166,257 shares, or ap- 
proximately 32.5%, of the outstanding common stock 
(“Common Stock”) of the Fund. At the Fund’s annual 
meeting of stockholders on April 8, 1974, the stockholders 
approved an investment advisory agreement between the 
Fund and TBK. Accordingly, TBK has been in control of 
the Fund, within the meaning of Section 2(a) (9) of the 
Act, at least since April 8, 1974, and has been an affiliated 
person of the Fund, within the meaning of Section 2(a) (3) 
of the Act, since December, 1973, by reason of its owner- 
ship of more than 5% of the outstanding voting securities 
of the Fund. 


On January 9, 1974, pursuant to the January Agreements, 
TBK purchased all of the shares of Common Stock owned 
by Mr. Waller and NCD, a total of 50,958 shares, or ap- 
proximately 9.9% of the total outstanding Common Stock. 
Mr. Waller owns 39% of the outstanding capital stock, and 
is Chairman of the Board and President, of NCD. Accord- 
ingly, on January 9, 1974, Mr. Waller was an affiliated 
person, and NCD was an affiliated person of an affiliated 
person, of the Fund. Applicants represent that neither 

Mr. Waller nor NCD has ever controlled the Fund or has 
been represented, directly or indirectly, on the Fund’s 
Board of Directors. Applicants also represent that there 
has never been any affiliation between TBK and Mr. Waller 
or between TBK and NCD. 


On January 9, 1974, TBK purchased an additional 20,572 


716/SEC DOCKET 


shares of Common Stock from another person in a separate 
transaction, and, on January 10, 1974, TBK purchased an 
additional total of 50,722 shares from three other persons, 
none of whom, it is alleged, were affiliated or associated in 
any way with TBK, Mr. Waller or NCD. As a result of these 
transactions, TBK owns 166,257 shares of Common Stock. 





Pursuant to the January Agreements, TBK paid Mr. Waller 
for his 44,428 shares of Common Stock a cash Base Pur- 
chase Price of $4.35 per share, or a total of $193,202, and 
paid NCD for its 6,530 shares of Common Stock a cash Base 
Purchase Price of $4.125 per share, or a total of $34,282.50. 
TBK further agreed to pay Mr. Waller and NCD an additional 
Contingent Purchase Price, provided that, prior to January 9, 
1976, (i) TBK’s slate of nominees would be elected as direc- 
tors by the Fund’s stockholders or the stockholders approved 
an investment advisory agreement between TBK and the 
Fund, and (ii) either a ‘‘no-action”’ letter would be granted 
or, if an order of the Commission was deemed necessary, 
such order would be granted exempting the proposed sale by 
the Fund to Mr. Waller and NCD of certain of the Fund’s 
portfolio securities. The additional Contingent Purchase 
Price per share would be equal to the difference between 

(a) the Fund’s net asset value per share on the date of the 
stockholder action, and (b) $4.125 per share. If, however, 
neither a “‘no-action”’ letter nor such order is granted, the 
Contingent Purchase Price per share will be equal to an 
amount equal to 50% of that difference. On April 8, 1974, 
the date TBK became investment adviser of the Fund, the 
Fund's net asset value per share was $5.61. 


The January Agreements further provided that, if the ‘‘no- 
action” letter or the order of the Commission described 
above were obtained, Mr. Waller and NCD would be required 
to use the Contingent Purchase Price to purchase the Secu- 
rities from the Fund. If the entire Contingent Purchase 
Price was not used by Mr. Waller and NCD to purchase the 
Securities, TBK was to retain and not pay to Mr. Waller and 
NCD any part of the Contingent Purchase Price. The January 
Agreements also proscribed purchases and sales of Securities 
by any of the parties thereto between January 9, 1974, and 
the date of sale of the Securities to be purchased by Mr. 
Waller and NCD, and restricted sales of Securities purchased 
by Mr. Waller and NCD from the Fund if the Fund also con- 
tinued to hold shares of those Securities. 


On April 8, 1974, as stated above, TBK became the invest- 
ment adviser of the Fund. Following the stockholder meet- 
ing, the Fund’s Board of Directors met and considered, among 
other things, the proposed sale of the Securities. Appli- 
cants state that the proposed transactions were also con- 
sidered by the Fund’s disinterested directors meeting separ- 
ately on that date. On April 15, 1974, following negotiations 
between the representatives of the Fund and representatives 
of Mr. Waller and NCD, the April Agreements were signed. 
Applicants represent that the April Agreements were ap- 
proved by the Fund’s Board of Directors, including all the 
directors who are not interested persons of the Fund within 
the meaning of Section 2(a) (19) of the Act. The April 
Agreements provide for the proposed sale of the following 
securities by the Fund to Mr. Waller and NCD: 
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Security Total Number of Shares 


No. of Shares Price Per Share Total Price 





Held in Fund’s Portfolio to be Sold 

Barringer Research, Inc. 18,000 3,800 2-1/4 $ 8,550.00 
Consolidated Accessories Corp. 8,358 8,358 4-3/4 29,700.50 
Datatab, Inc. 8,240 8,240 1-3/8 11,343.75 
Hattie Carnegie Jewelry Enterprises Ltd. 7,000 7,000 1-7/8 13,125.00 
Princeton Chemical Research, Inc. 2,000 2,000 6 12,000.00 
Tilar Industries, Inc. 9,500 9,500 1-1/4 11,875.00 

TOTAL $75,741.75 





The price at which each Security is proposed to be sold 
is the highest closing bid price in the over-the-counter 
market for that Security on April 15, 1974, except that 
the price for the shares of Consolidated Accessories Corp. 
is $.50 per share higher than the highest closing bid price 
in the over-the counter market on that date. 


Section 17(a) of the Act provides, in pertinent part, that 

it is unlawful for an affiliated person of a registered in- 
vestment company, or an affiliated person of an affiliated 
person, acting as principal, knowingly to purchase from 
such investment company any security unless an order 
exempting the proposed transaction has been granted by 
the Commission pursuant to Section 17(b) of the Act. 
Section 17(b) of the Act provides that the Commission 

may grant an order exempting a transaction from Section 
17(a) if (1) the terms of the proposed transaction, including 
the consideration to be paid or received, are reasonable and 
fair and do not involve overreaching on the part of any 
person concerned; (2) the proposed transaction is consistent 
with the policy of the registered investment company as re- 
cited in its registration statement and reports filed under the 
Act; and (3) the proposed transaction is consistent with the 
general purpose of the Act. Section 17(d) of the Act and 
Rule 17d-1 promulgated thereunder, as here pertinent, 
provide that it shall be unlawful for any affiliated person 

of a registered investment company, or any affiliated 

person of an affiliated person, acting as principal to parti- 
cipate in or effect any transaction in connection with any 
joint enterprise or other joint arrangement or profit- 

sharing plan in which that investment company is a joint 

or joint and several participants, unless an application for 

an order permitting the proposed transaction has been 

filed with and granted by the Commission. The standards 
for granting such an order are set forth in subsection (b) 

of Rule 17d-1: ‘‘In passing upon such applications, the 
Commission will consider whether the participation of 

such registered company in such joint enterprise ...on 

the basis proposed is consistent with the provisions, policies 
and purposes of the Act and the extent to which such 
participation is on a basis different from or less advanta- 
geous than that of other participants.” 


Applicants state that the Fund was not a party to the 
January Agreements and did not participate in any way 

in any transaction contemplated by the January Agree- 
ments until on and after April 8, 1974, and that, pursuant 
to the January Agreements, if the sale of all or any of the 
Securities was not approved by the Fund’s Board of 
Directors, that Security or those Securities could not and 
would not be sold by the Fund. In such an event, Appli- 
cants state that Mr. Waller and NCD would have had to 


use the Contingent Purchase Price to purchase all the 
Securities whose sales were approved, if any, and would 
retain, in cash, any portion of the Contingent Purchase 
Price that exceeded the market price of the Securities 
approved for sale by the Fund’s Board of Directors. 


Applicants represent that neither TBK nor any other 
person will receive any commission or other fee in con- 
nection with the sale of any of the Securities by the 
Fund to Mr. Waller or NCD if the Securities are sold 
pursuant to the April Agreements. Applicants further 
represent that, if the proposed sales of Securities to 

Mr. Waller and NCD are consummated, TBK will not 
have any interest in any such transaction other than as a 
stockholder of the Fund, and that TBK has no arrange- 
ment, agreement or understanding with Mr. Waller or 
NCD, directly or indicrectly, to participate or have any 
interest in the acquisition, holding, or disposition of 
Securities by Mr. Waller or NCD, except as to certain 
restrictions placed on the disposition of such Securities 
by Mr. Waller and NCD if the Fund continues to hold those 
Securities. Applicants additionally represent that none 
of the expenses of the application will be borne by the 
Fund. Applicants also state that, as of June 21, 1974, 
the market prices for all of the Securities, except one, 
have declined since April 15, 1974. 


Applicants further state that, in considering and finally 
approving the transactions that became the subject of the 
April Agreements, the Fund’s Board of Directors relied 
principally on the following: (i) the advice by TBK, as 
investment adviser to the Fund, that the Securities did 
not meet its investment criteria for the Fund and, there- 
fore, that TBK would, under any circumstances and re- 
gardless of the January or April Agreements, recommend 
the sale by the Fund of those holdings; (ii) a recognition 
that most of the Securities had highly illiquid public 
markets and, therefore, the Fund would have difficulty 
in disposing of those Securities in a reasonable time; 
additionally, it was believed that there would be a high 
probability that any sales of those Securities by the 
Fund would adversely affect the price to be received by 
the Fund; (II!) advice by TBK, as investment adviser to 
the Fund, that there were and remain many investment 
opportunities available to the Fund that meet TBK’s in- 
vestment criteria and would represent better investments 
for the: Fund than the Securities; and (iv) an evaluation, 
based on the most recent financial information then 
publicly available with respect to each of the Securities, 
which was obtained from annual reports to stockholders 
and annual and other reports filed with the Commission, 
that the Securities did not meet TBK’s investment criteria, 
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as described in its proxy statement to the Fund’s stock- 
holders dated March, 1974, and that the Securities repre- 
sented highly speculative investments whose risks did not 
justify their continued retention by the Fund, particularly 
in the light of generally prevailing current economic and 
market conditions. 


On the basis of the foregoing, Applicants represent that 
the terms of the proposed transactions are reasonable and 
fair and do not involve overreaching on the part of any 
person concerned. Applicants further represent that the 
proposed transactions are consistent with the policies 

of the Fund as set forth in its registration statement and 
other reports filed with the Commission, are consistent 
with the provisions, policies and purposes of the Act and 
that the extent to which the Fund will participate in the 
proposed transactions is on a basis no different from or 
less advantageous from that of the other participants. 


NOTICE IS FURTHER GIVEN, that any interested 
person may, not later than August 30, 1974, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as to 
the nature of his interest, the reason for such request, and 
the issues of fact or law proposed to be controverted, or 

he may request that he be notified if the Commission 

shall order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such 
request shall be served personally or by mail (air mail 

if the person being served is located more than 500 miles 
from the point of mailing) upon Applicants at the addresses 
stated above. Proof of such service (by affidavit or, in 

case of the attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 

Rule 0-5 of the Rules and Regulations promulgated under 
the Act, an order disposing of the application will be issued 
as of course following said date, unless the Commission 
thereafter orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a hearing, or 
advice as to whether a hearing is ordered, will receive 
notice of further developments in this matter, including 
the date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment Manage- 


ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8449/August 6, 1974 


In the Matter of 


PROVIDENT MANAGEMENT CORPORATION 
Sponsor of 

PROVIDENT FAMILY INVESTMENT PLANS 

3 Penn Center Plaza 

Philadelphia, Pennsylvania 19102 

(811-2221) 
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NOTICE OF PROPOSAL TO TERMINATE REGISTRA- 
TION PURSUANT TO SECTION 8(f) OF THE ACT 


NOTICE IS HEREBY GIVEN that the Commission 
proposes, pursuant to Section 8(f) of the Investment 
Company Act of 1940 (‘‘Act’’), to declare by order upon 
its own motion that Provident Family Investment Plans 
(“Company”), registered under the Act as a unit invest- 
ment trust, has ceased to be an investment company. 


The Company was registered under the Act by filing a 
Notification of Registration on Form N-8A with the 
Commission on August 19, 1971. On August 23, 1971, 
the Company filed a Registration Statement on Form 
N-8B-2 and a Form S-6 Registration Statement under 
the Securities Act of 1933 (‘1933 Act’’), which 1933 
Act Registration Statement was withdrawn on April 19, 
1974. 


The Commission's records indicate that the Company 
never commenced operations, and that no participant 
payments were ever received by the Company. The 
sponsor of the Company, Provident Management Corpora- 
tion, has no intention of ever commencing the Company's 
operations. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, on its own motion or upon appli- 
cation, finds a registered investment company has ceased 
to be an investment company, it. shall so declare by order, 
and, upon the effectiveness of such order, the registration 
of such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 3, 1974, at 5:30 p.m., 
submit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the 

nature of his interest, the reason for such request, and the 
issues of fact or law proposed to the controverted, or he 
may request that he be notified if the Commission should 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549. A copy of such re- 
quest shall be served personally or by mail (air mail if 

the person being served is located more than 500 miles from 
the point of mailing) upon the Fund at the address set forth 
above. Proof of such service (by affidavit or, in case of an 
attorney-at-law, by certificate) shall be filed contemporane- 
ously with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order dis- 
Posing of the matter will be issued as of course following 
said date unless the Commission thereafter orders a hear- 
ing upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to whether a 
hearing is ordered, will receive notice of further develop- 
ments in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8450/August 7, 1974 


In the Matter of 


FIDELITY MUTUAL INCOME INVESTORS 
FIDELITY MUTUAL LIFE BUILDING 
South Penn Square 

Philadelphia, Pennsylvania 19101 

(811-2366) 


NOTICE OF PROPOSAL TO TERMINATE REGISTRA- 
TION PURSUANT TO SECTION 8(f) OF THE ACT 


NOTICE IS HEREBY GIVEN that the Commission 
proposes, pursuant to Section 8(f) of the Investment 
Company Act of 1940 (“‘Act’’), to declare by order upon 
its own motion that Fidelity Mutual Income Investors 
(“Fund”), registered under the Act as a closed-end, non- 
diversified management investment company, has ceased 
to be an investment company. 


Fund filed a Notification of Registration on Form N-8A 
and a Registration Statement on Form N-8B-1 with the 
Commission on March 30, 1973. On that same date, Fund 
also filed a Form S-4 Registration Statement under the 
Securities Act of 1933 (“1933 Act’). 


The Commission’s records indicates that the sponsor of 
the Fund, The Fidelity Mutual Life Insurance Company, 
has decided not to continue with the Fund. No shares of 
the Fund were ever sold, nor did it acquire any assets. The 
Fund’s 1933 Act Registration Statement never became 
effective, and was withdrawn on April 24, 1974. 


Section 8(f) of the Act provides, in pertinent part, that, 
when the Commission, on its own motion or upon applica- 
tion, finds that a registered investment company has 
ceased to be an investment company, it shall so declare 

by order, and, upon the effectiveness of such order, the 
registration of such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 3, 1974 at 5:30 p.m., 
submit to the Commission in writing a request for a hear- 
ing on the matter accompanied by a statement as to the 
nature of his interest, the reason for such request, and the 
issues of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission should order 
a hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D. C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the 

person being served is located more than 500 miles from 
the point of mailing) upon the Fund at the address set 
forth above. Proof of such service (by affidavit, or in 

case of an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 

Rule 0-5 of the Rules and Regulations promulgated under 
the Act, an order disposing of the matter will be issued as 
of course following said date unless the Commission there- 
after orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a hearing, or 
advice as to whether a hearing is ordered, will receive 
notice of further developments in this matter, including 


the date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8451/August 7, 1974 


See Securities Exchange Act Release No. 10954/ 
August 7, 1974 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8452/August 9, 1974 


In the Matter of 


OLYMPIAN FUND, INC. 
c/o J. Russell Pitto 

2 North Second Street 

Suite 1300 

San Jose, California 95113 
(811-2066) 


NOTICE OF PROPOSAL TO TERMINATE REGISTRA- 
TION PURSUANT TO SECTION 8(f) OF THE ACT 


NOTICE IS HEREBY GIVEN that the Commission 
proposes, pursuant to Section 8(f) of the Investment 
Company Act of 1940 (“‘Act’’), to declare by order on its 
own motion that Olympian Fund, Inc. (“Fund”), registered 
under the Act as a diversified open-end investment com- 
pany, has ceased to be an investment company as defined 
in the Act. 


Fund registered under the Act on May 25, 1970. It also 
filed a registration statement on Form S-5 (File No. 
2-37547) under the Securities Act of 1933 which did not 
become effective; the Commission consented to its with- 
drawal on October 31, 1972. Fund has sold no shares to 
the public; it presently has not shareholders and no assets; 
and information in the Commission’s files indicates that 
Fund does not anticipate offering its securities to the 
public in the future. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, on its own motion or upon applica- 
tion, finds that a registered investment company has 

ceased to be an investment company, it shall so declare by 
order, and, upon the effectiveness of such order, the registra- 
tion of such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN THAT any interested 
person may not later than September 4, 1974, at 5:30 p.m., 
submit to the Commission in writing a request for a hear- 
ing on this matter accompanied by a statement as to the 
nature of his interest, the reasons for such request, and the 
issues of fact or law proposed to be controverted, or he 
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may request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such 
request shall be served personally or by mail (air mail if 
the person being served is located more than 500 miles 
from the point of mailing) upon Olympian Fund, Inc., at 
the address stated above. Proof of such service (by affi- 
davit, or in the case of an attorney-at-law, by certificate) 
shall be filed contemporaneously with the request. As 
provided by Rule 0-5 of the Rules and Regulations promul- 
gated under the Act, an order disposing of the matter 
herein will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon request or 
upon the Commission’s own motion. Persons who request 
a hearing or advice as to whether a hearing is ordered will 
receive notice of further deveiopments in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8453/August 9, 1974 


In the Matter of 


HARTWELL & CAMPBELL FUND, INC. 

HARTWELL & CAMPBELL LEVERAGE FUND, INC. 
345 Park Avenue 

New York, New York 10022 

(812-3488) 


ORDER PURSUANT TO SECTION 2(a) (9) OF THE 
ACT DECLARING PRESUMPTION OF CONTROL 
CREATED BY THAT SECTION REBUTTED BY 
EVIDENCE 


Hartwell & Campbell Fund, Inc. (“HCF’’) and Hartwell & 
Campbell Leverage Fund, Inc. (““HCLF’’) (together here- 
inafter referred to as the “Funds” or as ““Applicants’’), non- 
diversified, open-end management investment companies 
registered under the Investment Company Act of 1940 
(the ““Act’’), have filed an application pursuant to Section 
2(a) (9) of the Act for an order of the Commission deter- 
mining that the ownership by William G. Campbell 
(‘‘Campbell’’) of 33% of the outstanding voting securities 
of the Hartwell and Campbell Management Corporation 
(““HCMC”’), a Delaware corporation which owns all of the 
outstanding voting securities of H&C Management Com- 
pany, Inc. (the ““Adviser’’), a New York corporation which 
serves as investment adviser to both Funds, did not give 
Campbell control of the Adviser. 


On July 8, 1974 a notice (Investment Company Act 
Release No. 8415) was issued of the filing of said appli- 
cation. The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing of 
the application might be issued upon the basis of the in- 
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formation stated therein unless a hearing should be ordered. 
No such request has been filed, and the Commission has not 
ordered a hearing. 


The facts and representations set forth in the application 
establish that the requested determination is appropriate 
in the public interest and consistent with the protection 
of investors and the purposes fairly intended by the policy 
and provisions of the Act. 


IT 1S ORDERED, pursuant to Section 2(a) (9) of the Act 
that Campbell be and hereby is determined not to have 
controlled the Adviser by reason of his ownership of 33% 
of the outstanding voting securities of HCMC. 


By the Commission. 


George A. Fitzsimmons. 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8454/August 9, 1974 


In the Matter of 


COMPOSITE FUND, INC. 
COMPOSITE BOND & STOCK FUND, INC. 


and 


COMPOSITE RESEARCH AND MANAGEMENT CO. 
402 Spokane & Eastern Building 

Spokane, Washington 99204 

(812-3639) 


ORDER GRANTING EXEMPTION FROM PROVISIONS 
OF SECTION 15(a) OF THE ACT PURSUANT TO 
SECTION 6(c) OF THE ACT 


Composite Fund, Inc., Composite Bond & Stock Fund, 
Inc. (collectively the ‘‘Funds”’), registered under the 
Investment Company Act of 1940 (“‘Act’’) as open-end 
manageinent investment companies, and Composite Re- 
search and Management Co. “Research” (collectively the 
“Applicants’”’) have filed an application pursuant to 
Section 6(c) of the Act for an order of the Commission 
exempting Applicants from the provisions of Section 15(a) 
of the Act in connection with the continuation of the 
management agreements between the Funds and Research 
for the period March 11, 1974, to the date of the special 
meetings of shareholders of the respective Funds, to be 
held no later than September 30, 1974 (or any adjourn- 
ment thereof) at which meetings the shareholders will be 
asked to ratify or reject the continuance of said agreements. 


On July 11, 1974, a notice (Investment Company Act 
Release No. 8420) was issued of the filing of said applica- 
tion. The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing has 
been filed and the Commission has not ordered a hearing. 


























4 The matter has been considered and it is found that the George A. Fitzsimmons 
2 granting of the requested exemption is appropriate in the Secretary 
ot public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy and 
provisions of the Act. 
INVESTMENT’ COMPANY ACT OF 1940 
IT IS ORDERED, pursuant to Section 6(c) of the Act, that Release No. 8456/August 9, 1974 
the application for exemption from Section 15(a) of the Act 
; be, and hereby is granted, effective forthwith. The Securities and Exchange Commission today made 
si & public the following statement by its Division of Investment 
t For the Commission, by the Division of Investment Manage- Management Regulation. 
ment Regulation, pursuant to delegated authority. 
TWO-TIER REAL ESTATE COMPANIES 
George A. Fitzsimmons 
Secretary In 1960, the Commission issued a release in which it dis- 
cussed in part the circumstances under which a company 
which invests in securities of entities which invest in real 
estate might be subject to the Investment Company Act of 
INVESTMENT COMPANY ACT OF 1940 1940 (the “Act’’). 1/ As the Commission then indicated, 
Release No. 8455/August 9, 1974 in determining whether a real estate investment trust would 
be exempt from the Act under Section 3(c) (5)2/ thereof, 
In the Matter of as a person primarily engaged in the business of purchasing 
or otherwise acquiring mortgages and other liens on and 
FEDERAL STREET FUND interests in real estate, “the character of the trust’s assets 
225 Franklin Street must be considered.”” However, a two-tier real estate 
Boston, Massachusetts 02110 company, i.e., a company which invests in companies which 
(812-3654) in turn invest in real estate, and which does not meet the 
Section 3(c)(5) criteria, may, nevertheless, not come within 
ORDER PURSUANT TO SECTION 17(b) OF THE ACT the definition of an investment company contained in the 
EXEMPTING A PROPOSED TRANSACTION FROM Act. The Division's position with respect to the status under 
SECTION 17(a) OF THE ACT the Act of various types of two-tier companies and its views 
as to the circumstances under which such a company—even 
On July 10, 1974, a notice was issued (Investment Com- if within the definition of an investment company contained 
pany Act Release No. 8419) of an application filed, in the Act—might qualify for an exemption from the Act, are 
pursuant to Section 17(b) of the Investment Company set forth below. 
Act of 1940 (“Act”), by Federal Street Fund, Inc. (““Appli- 
cant”), a Company Act of 1940 (“Act’’), by Federal In recent years, the question of the applicability of the Act 
NS Street Fund, Inc. (“Applicant”), a diversified, open-end to two-tier real estate companies has arisen most often in 
management investment company registered under the connection with limited partnerships which invest, as 
Act, for an order of exemption from Section 17(a) of the limited partners, in limited partnerships engaged in the real 
Act to permit the Estate of Howard Cullman and a trust estate business. 3/ The definition of an investment company 
under the will of Joseph F. Cullman, Jr. to tender shares contained in Sections 3(a)(1) and 3(a)(3) of the Act, and the 
of Applicant for redemption in kind. The notice gave exception from the latter section provided by Section 3(b)(2) 
interested persons an opportunity to request a hearing of the Act, are the provisions of the Act which are most 
and stated that an order disposing of the application would relevant to such companies. 
be issued as of course unless a hearing should be ordered. 
No request for a hearing has been filed and the Commis- Under Section 3(a)(1) of the Act, an issuer is an investment 
sion has not ordered a hearing. company if it is or holds itself out as being engaged primarily 
a) ] vp or proposes to engage primarily, in the business of investing, 
The matter having been considered, it is found, on the reinvesting, or trading in securities. 
‘ basis of the information contained in the application, 
that the terms of the proposed transaction, including the in the opinion of the Division, any issuer which is or holds 
consideration to be paid or received, are reasonable and itself out as being engaged primarily, or proposes to engage 
fair and do not involve overreaching on the part of any primarily, in the business of investing, reinvesting, or trading 
person concerned; that the proposed transaction is con- in limited partnership interests in limited partnerships en- 
“ sistent with the policy of Applicant; and that the proposed —_ gaged in the real estate business is an investment company 
. transaction is consistent with the general purposes of the within the meaning of Section 3(a)(1) of the Act. 4/ The 
Act. Accordingly, fact that a company’s assets consist of limited partnership 
interests in limited partnerships engaged in the real estate 
IT IS ORDERED, pursuant to Section 17(b) of the Act, business or that a company intends that its assets should 
that said application for exemption from the provisions of consist of such interests does not, however, require the 
Section 17(a) of the Act be, and hereby is, granted, conclusion that the company is an investment company 
effective forthwith. 





ment Regulation, pursuant to delegated authority. 








within the meaning of Section 3(a)(1) of the Act if other 
facts indicate that the company is, in fact, or proposes to 


For the Commission, by the Division of Investment Manage- _ be, primarily engaged, through its general partner acting on 


behalf of the company, 5/ in the real estate business. 
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Ownership of limited partnership interests, however, might 
cause the company to fall within the definition of an in- 
vestment company contained in Section 3(a)(3) of the Act. 
Under that section, an issuer is an “investment company” 
if it is engaged or proposes to engage in the business of in- 
vesting, reinvesting, owning, ho/ding, or trading in secu- 
rities, and owns or proposes to acquire investment secu- 
ities having a value exceeding 40 per centum of the value 
of such issuer’s total assets (exclusive of Government secu- 
rities and cash items) on an unconsolidated basis. As used 
in this section, the term “investment securities” includes 
all securities except (A) Government securities, (B)secu- 
rities issued by employees’ securities companies, and (C) 
securities issued by majority-owned subsidiaries of the 
owner which are not investment companies. 


A “majority-owned subsidiary” of a person is, as defined 

by Section 2(a)(24) of the Act, a company 50 per centum 
or more of the outstanding voting securities of which are 
owned by such person; Section 2(a)(42) defines a “voting 
security” as any security presently entitling the owner or 
holder thereof to vote for the election of directors of a 
company; and Section 2(a)(12) defines the term “director” 
as used in the Act to mean any director of a corporation or 
any person performing similar functions with respect to any 
organization. 


Two-Tier Real Estate Companies which may Qualify for a 
“No Action” Position 


The Division believes that limited partnership interests 
owned by a two-tier real estate partnership may be suffi- 
ciently analogous to securities issued by majority-owned 
subsidiaries to warrant the Division not recommending an 
enforcement action to the Commission if (1) such company 
owns more than 50 percent of the limited partnership 
interests in all the limited partnerships in which it invests 
and has the right to dismiss and replace the general part- 
ners of such underlying companies and the limited partners 
of such company have the right to dismiss and replace their 
general partner or partners; (2) such company is not an 
investment company within the meaning of Section 3(a)(1) 
of the Act ;6/ and (3) such company does not register 
under the Act in reliance upon an opinion of counsel that 
it is not an investment company within the meaning of 
Section 3(a)(3) of the Act. 


Two-Tier Companies which may Qualify for an Order 
Pursuant to Section 3(b)(2) 


In addition, two-tier partnerships which do not come 
within the definition of an investment company contained 
in Section 3(a)(1) of the Act, but do fall within the defini- 
tion of an investment company contained in Section 
3(a)(3) of the Act, may be exempted from the latter defini- 
tion pursuant to the provisions of Section 3(b)(2) of the 
Act, which provide that, notwithstanding Section 3(a) (3), 
an issuer is not an investment company if the Commission, 
upon application, finds and by order declares it to be 
primarily engaged in a business or businesses other than 
that of investing, reinvesting, owning, holding, or trading 

in securities either directly or (A) through majority-owned 
subsidiaries or (B) through controlled companies conducting 
similar types of businesses. 
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In connection with such an application, it would be the 
Division's position that a two-tier partnership, even though 
it owns only limited partnership interests in its underlying 
partnerships, may yet qualify for exemption under Section 
3(b)(2) if it, in fact, is engaged in the real estate business 
through its control of its underlying partnerships. Of 
course, the business activities of the two-tier partnership 
would have to be carried out for the partnership by its 
general partner and, in order to qualify for the exemption, 
an issuer would have to demonstrate that in carrying on 
such activities its general partner would be acting on behalf 
of the partnership and not on its own behalf. 7/ 





Two-Tier Companies which may Qualify for a Section 6{(c) 
Exemption 


Two-tier partnerships that invest in limited partnerships 
engaged in the development and building of housing for 
low and moderate income persons may qualify for exemp- 
tion from the Act pursuant to the provisions of Section 
6(c) of the Act. 8/ In order to quality for such an exemp- 
tion, limited partnership interests in the issuer should be 
sold only to person for whom investment in limited profit, 
essentially tax-shelter, investments would not unsuitable, and 
requirements for fair dealing by the general partner of the 
issuer with the limited partners of the issuer should be 
included in the basic organizational documents of the 
company _9/ 


George A. Fitzsimmons 
Secretary 





1/ Investment Company Act Release No. 3140, Securities 
Act of 1933, Release No. 4298 (November 18, 1960). 


2/ Section 3(c)(6) of the Act was amended and renum- 
bered Section 3(c)(5) as part of the Investment Company 
Act Amendments Act of 1970, P.L. 91-547. 


3/ These problems usually do not arise in connection with 
oil and gas drilling programs since Section 3(c)(9) of the 
Act excepts from the definition of investment company 
“‘any person substantially all of whose business consists of 
owning or holding oil, gas, or other mineral royalties or 
leases, or fractional interests therein, or certificates of 
interest or participation in or investment contracts relative 
to such royalties, leases or fractional interests.” Interests 
in oil and gas limited partnerships or joint ventures have 
generally been considered ‘‘certificates uf interest or 
participation in or investment contracts relative to’’ oil or 
gas royalties or leases and thus limited partnerships or joint 
ventures Owning such interests have been considered, gener- 
ally, excepted from the provision of the Act. However, the 
interpretive positions expressed in this release would apply 
to other types of business ventures such as cattle breeding 
and raising and agricultural activities. 


4/ The definition of a “security” contained in Section 
2(a)(36) of the Act is the same as that contained in Section 
2(1) of the Securities Act of 1933. With respect to that 
section, the Commission has stated that, 

“Under the Federal Securities Laws, an offering of 
limited partnership interests and interests in joint or 
profit-sharing real estate ventures generally constitute 
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an offering of a ‘profit-sharing agreement’, or an ‘invest- 
ment contract’ within the meaning of Section 2(1) of the 
Securities Act of 1933 . . . the investor provides the 
capital and shares in the risk and the profits; the 
promoter or third party manages, operates and controls 
the enterprise .. .’’ Securities Act Release No. 4877 
(August 8, 1967). 


5/ The history of the two-tier partnership and its general 
partner, the type of compensation of the general partner, 
the control by the limited partners of the two-tier part- 
nership over its general partner and over the general part- 
ners of the underlying partnerships, may be relevant, 
together with other factors, to the determination of whether 
the general partner of a two-tier company, in engaging in 
activities related to the business of the underlying limited 
partnerships, is doing so on behalf of the two-tier partner- 
ship or on its own account. 


6/ Section 3(a)(1) would be applicable, for example, if the 
50% limited partnership interests were held as passive 
investments. 


7/ See footnote 5 supra. 


8/ Under Section 6(c) of the Act, the Commission may 
exempt any persons from any and all provisions of the Act 
if, and to the extent, such exemption is necessary or ap- 
propriate in the public interest and consiste.:t with the 
protection of investors and the purposes fairly intended 

by the policy and provisions of the Act. Such exemption 
may not be necessary or appropriate if the Applicant 
would qualify for an order pursuant to Section 3(b)(2) of 
the Act. 


9/ See, for example, the application of National Housing 
Partnership-I!, Investment Company Act Release Nos. 7947 
and 7990. 


INVESTMENT COMPANY ACT OF 1940 
Release No. 8457/August 8, 1974 


In the Matter of 


CAPITAL TRINITY FUND, INC. 
2015 Ivy Road 

Charlottesville, Virginia 22903 
(811-1975) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY 


On July 9, 1974, a notice was issued (Investment Company 
Act Release No. 8417) of an application filed by Capital 
Trinity Fund, Inc. (‘“Applicant”), registered under the 
Investment Company Act of 1940 (“Act”) as a diver- 

sified, open-end management investment company, for an 
order of the Commission pursuant to Section 8(f) of the 
Act declaring that Applicant has ceased to be an investment 
company as defined by the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued upon the basis of the informa- 





tion stated therein unless a hearing should be ordered. No 
request for a hearing has been filed and the Commission 
has not ordered a hearing. 


The matter having been considered, it is found that Appli- 
cant has ceased to be an investment company. Accordingly, 


IT 1S ORDERED, pursuant to Section 8(f) of the Act, that 
the registration of Capital Trinity Fund, Inc. under the 
Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT ADVISERS ACT 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 424/August 7, 1974 


See Securities Exchange Act Release No. 10954/ 
August 7, 1974 








LITIGATION 





Litigation Release No. 6464/August 5, 1974 


SEC v. Y.W.C., INC., ET AL (S.D. Fla., Civ. No. 
73-1763-CIV-WM) 


Jule B. Greene, Administrator of the Atlanta Regional 
Office, and Michael J. Stewart, Associate Administrator, 
Miami Branch Office of the Securities and Exchange Com- 
mission, announced that on July 25, 1974, the Honorable 
William O. Mehrtens, United States District Judge for the 
Southern District of Florida, ordered Y.W.C., Inc. and 
George Irvine Hale, both of Miami, Florida, to forthwith 
disgorge to the Receiver previously appointed in the case 
certain pecuniary benefits derived by them through the 
promotion of the Y.W.C., Inc. pyramid-promotion scheme. 


Pursuant to the Court’s Order, Y.W.C., Inc. has been ordered 
to disgorge all of its assets, amounting to $983, and Hale has 
been ordered to disgorge all salaries and expenses paid by 
Y.W.C., Inc. for his benefit amounting to $43,320. The 
funds are to be held by the Receiver pending further Order 
of the Court. For further information, see Litigation Re- 
leases numbered 6146 and 6157. 





Litigation Release No. 6465/August 6, 1974 
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SEC v. GEORGIA INSTITUTIONAL FUNDING, INC. 
ALFRED J. MILLER, and 
WALTER J. McMAHON (N.D. Ga.) 


Jule B. Greene, Regional Administrator of the Atlanta Re- 
gional Office today announced the filing of a complaint 

in the United States District Court for the Northern District 
of Georgia on July 31, 1974 against Georgia Institutional 
Funding, Inc., Alfred J. Miller, and Walter J. McMahon, all 
of Atlanta. The complaint seeks to enjoin the defendants 
from further violations of the anti-fraud provisions of the 
federal securities laws. 


The complaint alleges that, among other things, Georgia 
Institutional Funding, Inc., a company selling unsecured 
investment notes to the public, has made false and mis- 
leading statements and omitted to state material facts in 

the offer and sale of its notes, concerning its financial 
condition and the use of the investors’ funds. The complaint 
alleges that the liabilities of Georgia Institutional Funding, 
Inc. exceeded its assets. 


Georgia Institutional Funding, Inc. filed a petition under 
Chapter XI of the Bankruptcy Act in the United States 
District Court in Atlanta, Georgia on July 9, 1974. The 
proceeding is before the Honorable William L. Norton, Jr., 
who appointed a Receiver on July 18, 1974 for Georgia 
Institutional Funding, Inc. Judge Norton issued an order 
on July 31, 1974 permitting the Commission to file its 
injunction complaint. 





Litigation Release No. 6466/August 6, 1974 


SEC v. CONTINENTAL COMMODITIES CORPORA- 
TION, ET AL (N/D TEX) 


Robert F. Watson, Administrator of the Fort Worth Re- 
gional Office, today announced that on July 17, 1974 the 
Fifth Circuit Court of Appeals reversed and remanded a 
District Court Order denying the Commission’s Motion for 
Preliminary Injunction and Appointment of a Receiver in 
SEC v. Continental Commodities Corporation. 


The Complaint alleged violations of Sections 5(a), 5(c) and 
17(a) of the Securities Act of 1933 and Section 19(b) and 
Rule 10b-5 thereunder of the Securities Exchange Act of 
1934 in the offer and sale of securities; i.e., investment 
contracts in the form of options on commodity futures 
contracts and promissory notes issued in partial settle- 
ment of customer accounts. 


In determining whether an investment contract was present, 
the Court expressly rejected the District Court's reliance on 
Milnarik v. M-S Commodities, 457 F2d 274 (7th Cir.), cert. 
den. 409 U.S. 887 (1972) and Wasnowic v. Chicago Board 
of Trade, 352 F. Supp. 1066 (M.D. Pa. 1972) aff’d. 491 F2d 
752 (3rd Cir.), cert. den. US. (1974). The 
Court stated that, “’the critical factor is not the similitude 

or coincidence of investor input, but rather the uniformity 
of impact of the promotor’s efforts.” citing SEC v. /nter- 
planetary, Inc., F2d (5th Cir. 1974). 








Referring to the “common enterprise” element of the 
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Howey test, the Court states, “the critical inquiry is con- 
fined to whether the fortuity of the investments collectively 
is essentially dependent on promoter expertise.”’ citing SEC 
v. Koscot Interplanetary, Inc., F2d (5th Cir.1974 





The Court further found that the issuance of promissory 
notes by Continental Commodities Corporation to its cus- 
tomers in partial settlement of their accounts constituted 
the sale of securities, and such notes were not “‘com- 
mercial paper” as that term is defined by the decisions 
construing the definition of “‘note” in the 1933 and 1934 
Acts. 





Litigation Release No. 6467/August 5, 1974 


SEC v. MATTEL, INC. (U.S. DISTRICT COURT, 
DISTRICT OF COLUMBIA) 


The Securities and Exchange Commission today announced 
the filing of a complaint in the United States District Court 
for the District of Columbia against Mattel, Inc. Mattel is 
located in Hawthorne, California, and the company’s com- 
mon stock is listed for trading on the New York and Pacific 
Coast Stock Exchanges. The Commission also announced 
that the Honorable Charles Richey , United States 
District Judge, District of Columbia, permanently enjoined 
Mattel, Inc. from violations of anti-fraud and corporate re- 
porting provisions of the Securities Exchange Act of 1934 
and ordered Mattel to, among other things, establish two 
committees calculated to avoid a repetition of the alleged 
violations. Mattel consented to the entry of the Court's 
judgment and order without admitting or denying the 
allegations in the Commission’s complaint. 


In its complaint the Commission alleged that Mattel filed 
false and misleading quarterly reports with the Commission 
and issued false and misleading press releases stating it was 
experiencing a substantial turnaround and had made profits 
for the first three quarters for its 1973 fiscal year ending 
February 3, 1973. The complaint further alleged that 
Mattel falsely stated in a press release dated February 5, 
1973 it was in a definite turn-around situation and expected 
satisfactory earnings for its fiscal year ending February 3, 
1973. In fact, Mattel had experienced operating losses 
throughout the year. Mattel first publicly announced in 
February 23, 1973 that it expected losses for the year and 
ultimately reported a loss of some $32 million for the fiscal 
year ending February 3, 1973. The complaint charged that 
Mattel in the filings and releases overstated profits and 
understated costs in that it failed to make adequate interim 
and year-end adjustments to reserve provisions for inventory, 
accounts receivable, tooling, returns and an insurance claim 
receivable. 


The complaint alleged that the filings and releases were also 
false and misleading because Mattel failed to disclose the 
use of a practice in interim financial reporting, known as 
annualization, pursuant to which it deferred substantial 
amounts of costs into subsequent quarters of the fiscal year, 
the effect of the use of annualization on reported quarterly 
income, and changes in the application of the procedure. 


In addition to the permanent injunction, the Court, among 
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other things, ordered Mattel within 60 days: 


(1) 


(2) 


(3) 


to appoint two additional directors, unaffiliated 
with Mattel, who should be satisfactory to the 
Commission and approved by the court to its 
Board of Directors; 


to establish a Financial Controls and Audit Com- 
mittee consisting of four directors, satisfactory to 
the Commission and approved by the Court, which 
committee shall have, among other things, the 
duties and functions to: 


(a) 


(b) 


(c) 


(d) 


(e) 


(f) 


review the financial controls and accounting 
procedures of Mattel and direct any changes 
deemed appropriate to such controls and 
procedures; 

review all quarterly financial reports issued 
by Mattel and determine if such reports 
comply with generally accepted accounting 
principles and employ appropriate accounting 
procedures; 

review and approve prior to release all press 
releases and other information to be dis- 
seminated by Mattel to the public concern- 
ing disclosures of financial conditions of 
Mattel ; 

meet with Mattel’s independent auditors 
from time to time and to review with them 
their findings with respect to audits con- 
ducted by them of Mattel’s financial state- 
ments and conditions; 

determine the position of Mattel in any dis- 
agreement between Mattel’s management and 
its independent auditors; and 

approve or disapprove any proposal by the 
management of Mattel to change the inde- 
pendent auditors. 


to establish a Litigation and Claims Committee of 
three directors, satisfactory to the Commission 
and approved by the Court, which committee shall 
have, among other things, the duties and responsi- 
bilities to: 


(a) 


(b) 


(c) 


(d) 


review the Commission’s complaint in this 
matter to determine what, if any, actions 
should be taken with respect to any past or 
present officers, directors, employees or 
controlling persons of Mattel or others; 
review any pending or future litigation and 
claims against any of the past and present 
officers, directors, employees or controlling 
persons which arose or will arise as a result 
of their relationship with Mattel to deter- 
mine what, if any, actions or claims should 
be asserted by Mattel; 

review all other matters involving conflict 

of interest questions involving past or pres- 
ent officers, directors, employees and con- 
trolling persons of Mattel to determine what, 
if any, action by Mattel should be taken with 
respect to such matters; and 

approve any settlement or disposition of any 
claims or actions which Mattel may have 


against any past or present officers, directors, 
employees or controlling persons. 


The aforementioned committees will function at least through 
Mattel’s 1977 fiscal year. 





Litigation Release No. 6468/August 6, 1974 


S.E.C. v.M. A. LUNDY ASSOCIATES, SCOTCH 
WHISKEY LTD.,ET AL (D.R.1I.) 


Floyd H. Gilbert, Regional Administrator for the Boston 
Regional Office of the Securities and Exchange Com- 
mission today announced that the Honorable Edward W. 
Day, United States District Judge for the District of 

Rhode Island has signed an order permanently enjoining 
Scotch Whiskey Ltd., Maurice A. Lundy, M. A. Lundy 
Associates and Kathryn A. Allard from further violations 

of the registration and antifraud provisions of the Securities 
Act of 1933, the antifraud provisions of the Securities Act 
of 1933, the antifraud provisions of the Securities Exchange 
Act of 1934 and the bookkeeping provisions of the latter 
statute. The defendants consented to the entry of the final 
decree. 


Judge Day’s thirty-page opinion rendered at the con- 
clusion of a two-day trial of the matter relating to the issu- 
ance of a preliminary injunction in July, 1973 was sig- 
nificant in that, at the time, it represented the initial 
determination that Scotch Whiskey warehouse receipts were 
securities within the meaning of Section 2(1) of the Secu- 
rities Act. The Commission was represented in this action 
by Willis H. Riccio, Chief Counsel for the Boston Regional 
Office of the Securities and Exchange Commission. 


M. A. Lundy Associates is a Rhode Island broker-dealer, con- 
trolled and operated by Maurice A. Lundy. Kathryn A. 
Allard was an employee of Associates. Scotch Whiskey Ltd. 
is a Rhode Island corporation, controlled by Lundy, en- 
gaged in the offer and sale of Scotch Whiskey receipts. 


Associates, Lundy and Allard, in connection with one aspect 
of the case, were also enjoined from violating the registra- 
tion and antifraud provisions of the Securities Act with re- 
spect to their offer and sale of trust receipts in behalf of four 
Rhode Island trusts. 


With respect to Lundy and Scotch Whiskey Ltd., the Court 
enjoined the offer and sale of Scotch Whiskey receipts with- 
out compliance with the registration provisions of the Secu- 
rities Act, and in violation of the antifraud provisions of 
that statute as well as the Exchange Act. In its original writ- 
ten opinion the Court had ruled that the offer and sale of 
such receipts in various states constituted the offer and sale 
of securities. 


The investigation leading to the filing of the Complaint in this 
matter was conducted by William P. Hurley, Securities In- 
vestigator of the Boston Regional Office. 
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Litigation Release No. 6469/August 6, 1974 
SEC v. TRI-STATE METALS et al (N.D. OHIO) 


John |. Mayer, Administrator of the Chicago Regional Of- 
fice of the Securities and Exchange Commission announced 
that on July 31, 1974, the Honorable Nicholas J. Walinski, 
United States District Judge at Toledo, Ohio, entered an 
order permanently enjoining Tri-State Metals Corporation, 
a West Virginia corporation in Chester, West Virginia, 
Theodore D. Glass, president of Tri-State and a resident of 
Chester; and Mark S. Haukedahl, of Battle Creek, Michigan, 
from further violations of the registration provisions of the 
Securities Act. The defendants consented to the entry of 
the injunction without admitting or denying the allegations 
in the complaint. 


As part of the settlement of this action, the defendants also 
agreed to offer to rescind the purchases of Tri-State com- 
mon stock previously made by various individuals, and to 
repurchase such shares from these individuals in a total 
amount of up to $35,400. 


For further information see Litigation Release 6043. 





Litigation Release No. 6470/August 6, 1974 


SEC v. CAPITAL SYNDICATIONS, INC. ET AL. 
(N.D. Tex.) 


Robert F. Watson, Administrator of the Fort Worth Re- 
gional Office today announced that Federal District Judge 
Eldon B. Mahon on July 30, 1974, entered an order of 
preliminary injunction against Capital Syndications, Inc., 
and Capital Syndications Company, both of Hurst, Texas, 
Wayne R. Morgan, Fort Worth, Texas, and Jesse D. Sanders, 
Dallas, Texas, forbidding future violations of the antifraud 
provisions of the federal securities laws in connection with 
the offer and sale of limited partnership interests in raw 


land real estate syndications issued by Capital Syndica- 
tions, Inc. 


In addition, Judge Mahon, in response to the Commission's 
request for the appointment of a temporary receiver for 
Capital Syndications, Inc., and Capital Syndications Com- 
pany, placed several restrictions upon Capital Syndications, 
Inc., and Capital Syndications Company including: 


1. All disbursements and withdrawals of funds in excess of 
$5,000.00 must be approved by the court; 


2. Compensation of Morgan and Sanders shall be limited to 
$1,000.00 a month; 


3. Counsel for Capital Syndications, Inc., must approve any 
disposition of assets or money; 


4. Capital Syndications, Inc., and Capital Syndications 
Company must employ certified public accountants ap- 
proved by the court to conduct a complete audit. 


For further information see Litigation Release No. 6446. 








TRUST INDENTURE ACT 





Trust Indenture Act of 1939 
Release No. 365/August 7, 1974 


The Securities and Exchange Commission has issued an 
order under the Trust Indenture Act of 1939 (“Act’’) on 
application of Rochester Gas and Electric Corporation 
exempting the Corporation from certain provisions of 
Section 316(a)(1) of the Act to the extent percentages of 
bondholders are required to be increased in an indenture 
relating to first mortgage bonds in order to comply with 
the Act. 
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